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INTERNATIONAL AFFAIRS 


TRANSFERABLE RUBLE IN CEMA-THIRD COUNTRY CURRENCY RELATIONS DISCUSSED 
Warsaw HANDEL ZAGRANICZNY in Polish No 3, Mar’79 pp 37-40 


[Article by Andrzej Bien and Grzegorz Nosiadek: "Mutual Economic Assis- 
tance Council: Perfecting the Transferable Ruble” Part II of a two part 
article; for Part I see JPRS 73447 of this series, 14 May 79 pp 33-38] 


[Text] Part II: Special Fund, International Investment Bank (IIB) 


With regard to developing countries indicating a need for credit assistance 
from CEMA countries, the IIB has initiated such assistance by establishing 
a "Special fund from which credits will be granted to those undertakings 
which offer economic and technical assistance to developing countries." 

An understanding in this matter was signed by the IIB member countries, 
with the exception of Cuba and Viet Nam, on 11 April 19731. 


The basic task of the Fund is “economic and technical assistance to devel- 
oping countries in new construction, reconstruction and modernization of 
existing enterprises in industry, agriculture and other branches of the 
economy by granting credits for deliveries of equipment, machinery and 
other goods and services for developing countries in order to act jointly 
in the development of the national economies of these countries, to 
strengthen their economic independence, and to expand on mutually advan- 
tageous terms the lasting foreign trade ties of the Special Fund member- 
countries with the developing countries."2 


The Special Fund was thus established with the thought of attaining two 
goals: 


--expanding export of machinery and equipment from CEMA countries to de- 
veloping countries; 





1. "“Mnogostoronnieje ekonomiczeskoje sotrudniczestwo stranczienow SEW," 
Moscow, pp 176-179. 

2. "“Uslowija predostawlenija, ispolzowanija i pogaszenija kreditow za 
sczot specjainego fonda kreditowanija mieroprijatij po okazaniju 
ekonomiczeskogo i techniczeskogo sodiejstwija razwiwajuszczimsja 
stranami,"” IIB, Moscow, 1974 p 3. 

















--expanding export from developing countries to CEMA countries of products 
manufactured in enterprises built or modernized as a result of the invest- 
ment equipment obtained from CEMA countries. 


The size of the Special Fund was specified in the sum of 1 billion trans- 
ferable rubles, of which 95 percent was to be paid into the Fund by the 
participating countries in transferable rubles, and 5 percent in convertible 
currencies. Payments of the shares of the countries participating in the 
Fund are made in installments according to ratios established when the IIB 
plant fund was formed and calculated on the bases of the countries' share 

in mutual trade. In the founding understanding, it was determined that the 
first installment, amounting to 100 million transferable rubles, would be 
paid in 3 years beginning in 1974. By the end of 1977, 25 million trans- 
ferable rubles were paid in, including 5 percent in convertible currencies. 


Table 1. Proportion Participating Countries’ Share in the Special Fund 





Country Share (in % 2) 
Bulgaria 8.08 
Czechoslovakia 12.34 
Mongolian People's Republic 0.43 
GDR 16.73 
Poland 11.53 
Romania 5.00 
Hungary 7.95 
USSR 37.94 


Source: Calculations based on "Mnogostoronnieje...", op. cit., p 177. 


The Special Fund was established in accordance with the agreement on the 
establishment of IIB and its statute. Article V of the agreement states: 
"Special funds can be established in the Bank from resources of the inter- 
ested countries."3 Article 11 of the Statute specifies: "Special funds 
can be established in the Bank from resources of interested countries, 
including credit for joint construction of installations in member coun- 
tries and a fund for granting credit to undertakings involved in giving 
economic and technical assistance to developing countries. The aims, 
extent, terms, and rate of establishing and functioning of special funds, 
are defined in corresponding agreements between interested countries and 
the Bank."4 In practice, however, another solution was accepted. That 
is, in 1973 the LIB Board worked out some specific conditions for — 
credit from the Special Fund, and these were approved by the IIB Council. 
Nonetheless, these conditions are not rigid and stipulate that certain 
bilateral agreements can be made between the IIB Board and the partner 
from the developing country. For example, conditions of the Special Fund 





3. "Basic documents..." op. cit. p 408. 
4. Ibid, p 418. 
5. "“Uslowija predostawlenija..." op. cit. 








stipulate that credits can be granted for construction of installations 
“which insure high economic efficiency," but the criteria for evaluating 
this efficiency are established by agreement of the IIB Board with the 
borrower, depending on the nature and purpose of the investment outlays. 
They should be allocated mainly for construction of production installa- 
tions, but afterwards credit can be obtained for expansion of the infra- 
structure. Preferred borrowers are private and central banks of develop- 
ing countries, and state enterprises and other economic organizations of 
the state and cooperative sector. The IIB Council can, however, approve 
credit also to private firms and organizations. Time limits and payments 
are specified in understandings with the Bank Board, but the upper limit 
is a 15-year period. Payment of credit should be secured by a bill of 
exchange, commitment, guarantee or other acceptable form. The borrower 
should be officially authorized by the government or other qualified body 
of his country, to obtain credit from the Bank or to accept, in behalf of 
the Bank, a commitment for meeting the construction deadlines, activation 
of installations, attainment of stipulated technical-economic indices, 
and making deliveries on behalf of member countries of the Bank. The IIB 
can also require assurance of the performance of other duties assumed by 
the borrower, as, e.g. obtaining export and import permits and currency 
licenses. The borrower should participate in the construction of the in- 
stallation, also allocating his own funds for this purpose. The bottom 
limit of his share is not specified in the docume..- 


Credits from the resources of the Special Fund are granted mainly in 
transferable rubles for the purpose of importing from countries which 
participate in the Fund. Sometimes, however, the borrower is forced to 
make purchases of certain completing equipment, licenses, know-how, etc., 
in third countries, because he is unable to obtain them in CEMA countries. 
In such cases, he can obtain part of the credit in convertible currencies. 
The conversion of convertible currencies to transferable rubles is accord- 
ing to rates fixed currently by the International Bank of Economic Coopera- 
tion (IBEC). 


Interest on the portion of the credit in transferable rubles is paid ac- 
cording to the prevailing rates of the IIB: from 3.5 percent pa. depend- 
ing on the time period of the payments. However, a portion of the credit 
granted in convertible currencies is charged interest, computed by adding 
to the current binding so-called interbank rate for 6-month financial 
credits a margin of 3/8 to 1 percent depending on the duration of the 
credit. 


In giving credit in transferable rubles, [1B does not guarantee borrowers 
a source of deliveries in CEMA countries. This makes it necessary to 
first find a partner who will agree to accept transferable rubles loaned 
by developing countries in the Bank. In applying to IIB for credit, the 
prospective borrower should present information on a preliminary agreement 
with those among the countries participating in the Fund, who will be 
making deliveries on behalf of the installation for which the Bank has 
given credit. 





In order to obtain credit, it is necessary also t»> submit to the Bank: 


1) data concerning the effect of the activation of the installation on the 
development of the national economy and the possibility of including the 
installation in the state development plan of the borrower's country, 


2) cost analyses of the installation together with the opinions of quali- 
fied offices of the borrower's country. 


3) am assessment of the utility of the installation together with economic 
and technical data. 


4) documents and information concerning: 


--quantity of goods which will be supplied by the countries participating 
in the Fund and quantity of goods manufactured in the installation for 
which credit is granted, which are to be delivered to these countries and 
to other buyers; 


--availability of sources of raw materials, 


--possibility of exempting the LIB from taxes and fees on the territory 
of the country in which the installation is being constructed, 


--possibility of the free flow of funds to the Bank for the purpose of 
repaying the credit, covering the interest and other costs relating to 
the credit agreement, 


--obtainment by the debtor of export and import licenses if such are 
required by the authorities of the country in which the installation is 
being constructed, 


-~guarantee by the central bank or any other first-rapk bank, if the loan 
receiver himself does not represent the central bank, 


--designating the site for the construction of the installation, and docu- 
menting that the property is free of encumbrances, leases, easements, or 
other such commitments, 


--regulations, binding in the country of the borrower, concerning insurance 
on fittings, equipment, materials, and similar goods which will be supplied 
by the loan recipient, 


--the enterprises which will design and build the installation and how the 
local staff will be trained to manage the installation, 


5) a notarized copy of “Loan Recipient's Duties” and an extract from the 
trade record (this does not apply to the central bank). 





6. An understanding between the guarantor and the IIB is drawn up simul- 
taneously with the signing of the credit agreement. 

















6) information on the legislation binding in the country of the borrower 
concerning currency operations related to investments and other problems 
concerning granting, utilizing and repaying IIB credits. 


7) a time-table for financing the installation, showing the sources of 
the borrower's own funds and those borrowed, 


8) other documents and information which the borrower wishes to show or 
which the Bank requires as called for in the agreement between the borrower 
and the Bank. 


The IIB Board informs the borrower of the date of the reply to the appli- 
cation for credit. The period for considering the request cannot exceed 
6 months. If the borrower so requests, the Bank can give assistance dur- 
ing the application period by appointing specialists for this purpose. 


Before making the decision on granting credit, the IIB conducts an expert 
study and prepares technical documentation. The expert study may be 
ordered by the Bank from domestic institutions or international groups 

of specialists comprised of representatives of the Special Fund member 
countries. The decision on granting credit is made by the Bank Council, 
which takes into consideration the opinion of the IIB Board. As soon as 
the borrower is informed of the decision on granting the credit, he can 
begin negotiating the agreements, protocol and contracts with the partici- 
pating countries of the Special Fund. These understandings may also refer 
to delivery of machines and equipment and materials from these countries 
to developing countries, as well as those deli.eries from developing coun- 
tries to countries participating in the Fund which constitute payments. 
The IIB then enters into a credit agreement with the borrower, the form 

of the agreement being established by the 118 separately for each installa- 
tion for which credits are being granted. Credit is supplied by the Bank 
according to a schedule which is a part of the credit agreement. It is 
fixed on the basis of an estimate of the growing credit requirements of 
the borrower, specifying deliveries in successive years of the construc- 
tion of the installations. By 1 December of each year, the borrower in- 
forms the Bank of credit requirements for the following year, specifying 
by quarters. Also, the currencies in which the credits will be granted 
during these periods will be indicated. 


The credit agreement, in addition to the Bank's obligations, includes the 
borrower's obligations, particularly the due dates and methods of utiliz- 
ing and repaying the credit. Of particular importance are the borrower's 
obligations regarding assurances of meeting construction deadlines, at- 
taining stipulated technical-economic indices, and making deliveries  .o 
member countries of the Special Fund. The borrower also commits himself 
to present to [IB export, import and currency licenses granted by the 
authorities of his country. In addition to specifying the method of 
guaranteeing credit payments, the agreement may contain a gold or currency 
clause. 
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After signing the credit agreement, IIB opens two acccuats in the surname 
(mame) of the borrower: the first, to record the main loan and the second, 
to record the accruing interest. The funds accumulated in the first ac- 
count are to pay for the deliveries of machines and equipment from CEMA 
countries and other countries, should the CEMA countries be unable to de- 
liver all the necessary goods. Accounts of funds delivered in transfer- 
able rubles are kept separately from those delivered in convertible cur- 
rencies. Suppliers from CEMA countries are not authorized to receive 
payments in currencies other than transferable rubles for export of goods 
paid by IIB credit. Interest is also computed separately for the portion 
of credit granted in transferable rubles and separately for the portion 
granted in convertible currencies. 


Simultaneously, accounts are opened at the IBEC on those banks, in his 
country, specified by the borrower. They are kept in transferable rubles, 
on a current basis. Amounts received by the borrower's country for goods 
exported to CEMA countries, including deliveries from the installation 

for which credit was granted, are paid into this account. At the same 
time, funds are deducted from this account for repayment of the main loan, 
interest, and the not used (presumably) portion of the credit. This opera- 
tion takes place in accordance with the instructions of the borrower's 
authorized bank, sent to the IBEC. It transfers the proper sums from the 
current account of the authorized bank in the borrower's country to the 
current account of the IIB in the IBEC. 


A . «dition for utilization of credit from the Special Fund is that the 
deliveries of equipment and other goods from CEMA member countries be 
balanced with deliveries of goods from the borrower's country to CEMA 
countries. It is important that this balancing involve the relations of 
the borrower's country with every CEMA country individually. 


Table 2. Utilization of Credit From the Special Fund Allocated in 
Transferable Rubles 
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Table 3. Repayment of Special Fund Credit in Transferable Rubles 





Key: 
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. Payment for deliveries in transferable rubles 
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Source: V. Zholob«v, I. S. Ivanov “Activities of the International Invest- 
ment,” “SC°AD, TDBIAC, 23/4, 19 April 1977 


Repayment of the por‘:oa of the loan drawn in convertible currencies is 

a different matter. .% is done concurrently with repayment of the loan 

in transferable rubles with this difference: the means for its repayment 
cannot derive from deliveries to CEMA countries of goods from the installa- 
tion fox which credit was given. That portion oi the credit drawn in 
transferable rubles which cannot be repaid by deliveries from CEMA coun- 
tries by the due date, is also repaid in convertibie currencies. In such 
cases, the conversion rates fixed by IBEC are applied. 


In addition, the borrower must make it possible for LIB to conduct an 
inspection to ascertain that the credit is being properly and efficiently 
utilized. The inspection is made in two ways: 


--periodic reports are made to the Bank, 


--the Bank appoints specialists to evaluate the ongoing work at the build- 
ing site. 


If the borrower breaches the terms of the agreement, IIB has the right to: 
--limit or completely block access to the borrower's funds, 
--raise the interest, 


--present a demand to the borrower and his guarantor for return of the 
used sum of credit. 


Although the Special Fund exists since 1973, the accumulated funds have 
not even once been used to finance turnovers with developing countries in 
accordance with the above-cited regulations. Some propositions were 
examined, e.g., as regards financing the export of Polish ships to member 














countries of the Banana Fxporters Organization (Costa Rica, Peru), but the 
proposition fell through mainly because the CEMA countries were not inter- 
ested in bein, paid in transferable rubles for export to third countries. 
Such interest is predicated on payments by the third country in convertible 
currencies or by deliveries from these countries of goods in which the CEMA 
countries are especially interested. 


A reason for which third countries might decide to take a loan from the 
IIB Special Fund is first of all the possibility of diversifying the set- 
tlement of accounts related to its repayrent. In addition, the third 
countries may be influenced by the possibility of obtaining credit on 
terms more favorable than would be possible in direct relations with the 
exporter’s country. Finally, they may « ¢ to enter the market of CEMA 
countries. The terms offered by the IIB, unfortunately, insure the bor- 
rower none of these advantages. 


Firstly, the borrower is obligated to repay the entire sum of credit in 
transferable rubles to the country from which he received delive.ies of 
investment equirmenc. The obvious exception is the case where the bor- 
rower sells the manufactured products to countries in which the buyers 
pay in convertible currencies, and the borrower uses these currencies to 
repay the credit. This would mean, however, that transferabie rubles 
were not included in the settlement of accounts. The borrower might be 
interested in obtaining credit from the Special Fund if he could sell the 
products manufactured in the purchased installation to each of the CEMA 
members, and use the transferable rubles thus earned not only to repay 
the credit, but also to make other purchases ’n the CEMA countries. But 
none of the CEMA countries will accept transferable rubles if their re- 
ceipt is not tied to the concomitant obligation of delivery by the third 
country of goods of the same priority for the economy of tlie member coun- 
try. This, of course, would require that the third country be included 
in the general accounting system of the intergovernmental trade agreements 
of CEMA countries. But even then the diversification of accounting would 
not be automatically insured. It would be necessary to negotiate multi- 
lateral intergovernmental agreements between the interested countries. 
Difficulties in negotiating such agreements are the major obstacle in the 
utiliziution of Special Fund resources. Naturally, if the transferable 
ruble completely fulfilled the function of international currency, such 
agreements would not be necessary. 


Secondly, the obtainment of credit from the Special Fund does not at all 
insure that the bcrrower will receive deliveries from CEMA countries. 
The procedure is exactly the opposite: first it is necessary to enter 
into a_contract for the delivery of investment equipment from CEMA coun- 
tries,’ and then apply for credit from the Special Fund. After all, the 





7. Such a situation would exist if the CEMA countries were producers of 
equipment sought on the world market that could be purchased on credit 
directly in these countries only with great difficulty. 








Fund fills a role which is incidental to the credit that must be previously 
obtained in the CEMA country which is delivering the equipment to the third 
country. In view of this, the borrower can be interested only in the 5 per- 
cent granted by IIB in convertible currencies for the completing equipment 
not manufactured in CEMA countries. The interest rate on this portion of 
the credit is not so low, however, as to persuade the contractor to be 
guided exclusively by the desire to attain this one advantage. This fea- 
ture of the Special Fund credit should not be regarded as sufficient rea- 
son for borrowers from third countries to apply for the credit. 


Thirdly, entry into the international market of CEMA countries by third 
countries may be advantageous to them, but not when they are to receive 
for their export a currency with which they cannot purchase desired goods. 
At present, most of these goods still can be bought on the world market 
only with convertible currencies. Therefore, "earning" transferable 
rubles which cannot be converted has little justification for third coun- 
tries. Hence, neither member countries, nor third countries, are inter- 
ested in utilizing moneys accumulated in the Special Fund. It is diffi- 
cult to believe that there will be any change in this area in the near 
future. It is ~ssential that the foregoing changes be made in the total 
mechanism of economic cooperation of CEMA countries. 


The chances of a positive solution to the problem are shown by the experi- 
ence of the contract entered into by IIB and Yugoslavia on 26 November 
1974. It stipulates that medium- and long-term credits may be obtained 
by this country from IIB not only in convertible currencies but also in 
transferable rubles. The credits can be granted directly to Yugoslavian 
enterprises and commercial banks authorized to deal with foreign matters. 
A representative of the Yugoslav government participates in Bank Council 
meetings at which credit applications from Yugoslav organizations and 
banks are considered. 


In April 1978, the IIB granted the first credit to Yugoslavia in trans- 
ferable rubles. Its payee is the TANG Tools Factory in Nowa Gradiska. It 
was given to finance modernization of this plant, as result of which pro- 
Cuctiga should double and export production volume should increase seven- 
fold. 


Yugoslavia is a country with convertible currency, nevertheless enter- 
prises in this country are interested in receiving credits in transfer- 
able rubles. This indicates that efforts to increase the role of the 
transferable ruble are being made and that they can be successful. The 
most important requisite is the concurrent interest of a third country 
and [IB member countries. The potentials of the occurrence of such a 
situation increase as the complementarity of the economies of CEMA coun- 
tries to the world economy is developed. Only efforts in this direction-- 
material and systemic--can, over the long term, assure the CEMA countries 
that their goods and services, and also their currency, will be needed by 
third countries. 





8. "Ekonomicheskaya Gazieta," 20 May 1978. 
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CZECHOSLOVAKIA 


CSR AGRICULTURAL MINISTER VISITS CONTROL, TESTING INSTITUTE 
Prague ZEMEDELSKE NOVINY in Czech 20 Jul 79 p 1 
[Article by (sch): "Minister Petrik in Sedlec"] 


[Text] CSR Minister of Agriculture and Food Engr M. Petrik made a pre- 
harvest visit to the experimental fields of the variety testing station 
of the Central Agricultural Control and Testing Institute in Sedlec in 
the vicinity of Prague. He was particularly interested in the reaction 
of the individual varieties of grains to this year's extreme climatic 
conditions. Many of the varieties are less dense and lower-growing. 
Among the winter grains the Soviet varieties have shown the best results 
and among the Czechoslovak varieties, mainly JUNA, a hybrid of domestic 
and Soviet wheat. Also some spring wheat varieties coped well with the 
May and June drought. Primarily the JARA variety, grown the most in our 
country, has relatively good ears. 


The minister was also interested in barley which shows less differences. 
However, since the recent rains it has grown new, relatively strong tillers 
which will complicate this year's harvest. Concluding his visit, the min- 
ister voiced his opinion that this year's unfavorable conditions will be 
practically applied in breeding as well as in varietal testing in a way 
which will enable us to gain the maximum number of adaptable varieties in 
order to stabilize yields. 


CSO: 2400 
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CZECHOSLOVAKIA 


DUST BOWL DEVELOPING IN SOUTH MORAVIA 
Prague MLADA FRONTA in Czech 13 Jul 79 p 3 
[Article by Jiri Doubrava: "Sahara in South Moravia"] 


[Text] There are four elements. Fire, water, air and the earth. They 
are good servants and bad masters; primarily in case of the fire and water 
we can visualize this double function well. The following lines describe 
what happens when the air and earth become bad masters, joining forces in 
wicked and unfair action against man. 


I simply would not have believed it without having seen photographs and 
spoken to eyewitnesses. Highways covered and cars forced to move with 
their headlights on because the sky is hidden by a cloud of dust? Dust 
storms in our country, in fertile South Moravia? This perhaps belongs 
among genre paintings of the Sahara... 


Three years ago it afflicted Polesovice in the Uherske Hradiste Okres, a 
community which is widely known because of the results of its agricultural 
endeavor. There were 14 dust storms in April 1976 alone. Three of them 
reached more than 80 kilometers per hour, which is--in layman's words--"a 
storm covered by the insurance company." 


Trucks removed the drifted dust from the blocked highway. Ten wheelbarrows 
of soil also were removed from apartments. By the way, be it noted that 
the insvrance company paid for the damage. 


The wind which blew soil particles over the fields, completely cut off the 
young plants. The insurance company paid for the destroyed crop. 


One centimeter of topsoil "grows" in 200 to 300 years. A dust storm 
destroys this centimeter within 10 minutes. And this cannot be paid for 
by any insurance company in the world. 


What is really happening in Polesovice and other communities of the Uherske 
Hradiste Okres, at the foot of the White Carpathian Mountains, and in many 
other localities? 


ll 




















According to long-time residents, wind erosion has always existed in this 
region, longer than anyone can remember. However, never to this extent. 
Why? Even a layman can recognize the main reason at first glance: Plowed 
up balks, large fields, new forms of agricultural management. Naturally, 
the narrow strips of fields separated by bushes and trees belong to the 
past because nowadays we cannot till the soil in the old-fashioned way. 
Our agriculture has progressed in past 20 years as much as it did before 
in centuries. Only... 


Only every positive has its negative. That has been in this case the 
“opening up” of the landscape. The wind may quite freely blow over the 
huge fields. And it causes damage wherever the landscape relief permits 
it. 


It goes without saying that nobody wants to return to the above-mentioned 
strips of fields, but it is equally certain that we must not watch the 
situation without acting. The Slovacko Unified Agricultural Cooperative 
in Polesovice decided to tackle the problem in a radical way and they have 
ordered a study of the organization, use, and protection of the soil at 
Agroprojekt Brno. Annual losses in gross crop production caused by wind 
erosion represent an amount of more than Kcs 2,000,000. This is certainly 
more than a negligible amount. 


There are several ways of fighting wind erosion. It is necessary to funda- 
mentally change the crops grown in the most endangered fields. Of course, 
land which might bring 400 quintal yields of sugarbeets may be considered 
too good for grazing of sheep. There also are some irrigation experiments; 
however, they do not work out in winter. 


The farmers from Polesovice decided in favor of windbreaks. They did not 
do it intuitively, merely out of common sense. A comprehensive rationaliza- 
tion brigade whose members are representatives of scientific institutes and 
institutions is occupied with the problems of soil conservation in Poleso- 
vice. The farmers requested Engr R. Svehlik, who was occupied by the prob- 
lems of wind erosion in South Moravia for many years from the point of 

view of forestry, to develop a detailed plan of windbreak planting. We 

may add that years ago the Polesovice farmers had a skeptical attitude 
toward windbreak planting and they made the decision in its favor only 
after careful consideration. 


What is the windbreaks’ function and what are their possibilities? As long 
as they have a system stemming from local conditions and needs, they create 
a hindrance to the flow of air masses. They also fulfill a biological func- 
tion--"they revive the landscape." Primarily, they enable birds to con- 
Struct their nests. It goes without saying that they enhance the humidity 
in the air, retaining even a part of the winter humidity which we otherwise 
lose. And their function in landscape architecture is not without impor- 
tance either. ‘ 
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Thus far everything is in order. We are planting the windbreaks, they are 
growing, we are waiting for the first results. Naturally, they are para- 
doxically a little illegal. 


This is because the law designed to protect agricultural land--otherwise 
one of the most progressive laws in the world--strictly prohibits the use 
of arable land for other purposes. And wherever trees grow, grain is not 
grown. Im the concrete case of Polesovice, they need to turn over 0.73 
percent of their total area of arable land to windbreaks. It is not cer- 
tain whether this really will happen, since they would break the law this 
way. 


And there is a second obstacle stemming from present legal regulations: 
The new forest law is not in any way applicable to the planting and main- 
tenance of the windbreaks. As a consequence, even if a cooperative should 
plant a windbreak (and break the law, with all consequences stemming from 
it), it will be neither field nor forest, but a no-man's-land. 


This is not an easy situation for the cooperative and certainly not easy 
for those people who are making the decision about the matter. Neverthe- 
less we can be positive of one thing: that in Uherske Hradiste Okres alone 
40,000 hectares of arable land are endangered by erosion. In the Hodonin 
Okres are another 30,000 hectares, according to some estimates. 


And the isolated endeavor of a single cooperative does not achieve too 
much in this direction. Even the windbreaks themselves do not suffice 
without changing planting plans in endangered fields, without a change in 
soil preparation. It must be carried out radically. 


The experts maintain that the situation will last for two generations. 
There is still topsoil in the fields. But the wind blows from Buchlov 
Castle, which looks over the endangered fields, and it does not merely 
ruffle the girls’ hair. 


CSO: 2400 
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GERMAN DEMOCRATIC REPUBLIC 


BRIEFS 


FOOD SUPPLY GAPS--Only a few weeks before the thirtieth anniversary of the 
GDR, for which SED media are preparing with a great deal of propaganda, 
food supply shortages are again becoming an increasing source of annoyance 
for GDR citizens. In many places the inadequate vegetable supply is being 
criticized. Even in the traditional vegetable-growing regions, such as 
Mecklenburg, there are currently bottlenecks in the supply of vegetables. 
At the most recent meeting of the SED management of Schwerin Bezirk 
{reported on in SCHWERINER VOLKSZEITUNG 11 Jul 79 pp 3-4], Heinz Ziegler, 
first secretary, conceded that the vegetable supply was not stable. He 
urged that “there must be closer cooperation between trade organizations 
and agricultural enterprises, as well as small garden plot holders, so 
that all opportunities can be utilized for a more rapid stabilization of 
the supply of vegetables." According to Ziegler, the demand for other 
foodstuffs also exceeds “the state-planned supply quantities, e.g., meat, 
fish, citrus fruits," and these problems can be solved only "through a 
marked increase in production." [Excerpt] [Bonn IWE-TAGESDIENST in German 
No 108, 16 Jul 79 p 1] 


CSO: 2300 
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POLAND 


1978 FOREIGN TRADE REVIEWED, 1979 PROSPECTS ANALYZED 
Warsaw HANDEL ZAGRANICZNY in Polish No 3, Mar 79 pp 3-10 


[Review prepared by the Institute of irends and Prices in Foreign Trade 
(IKC HZ) ] 


[Text] INTERNAL AND EXTERNAL CONDITIONS 


In 1978 some important changes occurred in the relations between foreign 
trade and Poland's national income, changes that were a continuation of 
trends begun in 1976-77. As a result of actions taken to reduce the debit 
balance of foreign turnover, the surplus of the distributed national in- 
come over the generated income, which was the result of this balance, 
declined drastically. At the same time, the net investment share of the 
distributed national income (26 percent in 1977) decreased to 25 percent. 
A reduction in the volume of investment outlays was indispensable for the 
improvement of the market situation and the trade balance. Market supplies 
were s pposed to increase due to growth in the share of market production. 
On the other hand, an increase in the share of export production and a 
decrease in investment imports, which make up a large portion of gross 
imports, was to improve trade turnovers. Actually, despite restrictions 
on investment imports, the share of expenditures for imported investment 
goods in gross investment outlays increased. 


Gross industrial output increased 5.8 percent in relation to 1977 (a 6.9- 
percent increase was assumed in the National Socioeconomic Plan). The 
planned growth of production for the export and [domestic] market was not 
attained, despite the fact that the year 1978 was to “reap the harvests" 
of investment outlays incurred in previous years. The unfulfilled indus- 
trial production growth plan was also affected by energy difficulties, 
lack of spare parts, and transport problems. 


Agricultural production also had an important effect on trade turnovers 
in 1973. 


In comparison with 1977, which was a very bad year, gross agricultural 
production increased 4.2 percent. Plant production increased 6.2 percent 
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and animal production 1.9 percent. Despite larger harvests, grain supplies 
were not sufficient to fill the demand for fodder. To make up shortfalls 
in feed, imports of grains and high-protein components had to be increased. 
In 1978, 7.1 million tons of grain were purchased abroad (in 1977, 5.8 mil- 
lion tons) and 144,000 tons of fish meal (in 1977, 100,000 tons). The 
increase in imports of grains and concentrated feed was necessary because 
grain production could not keep pace with the expansion of animal breeding 
and its ever-increasing grain consumption. 


Relatively good results in animal breeding, attained in part by successive 
increases in the purchase price of hogs, cattle and milk, did not make up 
for the shortfalls of previous years. Therefore, in order to fulfill the 
increased export goals in processed meats (mainly hams) and satisfy growing 
domestic market demand, it was necessary not only to cut exports of unpro- 
cessed meat but to purchase it at a cost of about 170 million foreign 
exchange zlotys. 


Similar domestic economic and foreign trade problems also occurred in other 
socialist countries. One of the major economic goals in most of these 
countries was to slow the pace of investment outlays, focusing on key 
installations in erergy, raw materials; management, and the chemical and 
machinery industries. The share of equipment investment in total outlays 
was increased. A characteristic feature of the economic development in 
CEMA countries in 1978 was that investment grew less than production and 
production grew less than export. An increase share of export production 
in gross production was essential in view of the difficulties in balancing 
trade turnovers in the individual CEMA countrie:.. 


There were no real changes in the economic situation of the developed 
capitalist countries in 1978. 


The growth rate of the OECD's gross national product dropped slightly ir 
1378 (3.6 percent, 1978/1977 and 3.7 percent, 1977/1976). 


The low level of general economic activity in the OECD countries was the 
basic factor crucial to their weak foreign trade turnovers, and consequently, 
to total turnovers on the world capitalist market. 


In addition to stagnation tendencies, the low growth rate of trade turnovers 
in developed capitalist countries was undoubtedly affected griatly by pro- 
tectionist policies. In many countries, quantity restrictiors on imports 

of steel, textiles, clothing, footwear, photo-optical prodicts, etc, went 
into effect, or where already in effect, were sharpened. Other indicators 
of protectionist policies were also intensified: antidumping sanctions 
were strengthened, imports were restricted on the pretext of counteracting 
market disorganization, health regulations were made more stringent, etc. 


The economic state of the capitalist countries and its repercussions in 
world trade did not create a favorable climate for the expansion of Polish 
export. Nevertheless, in 1978 we were able to increase exports to developed 
capitalist countries by almost 10 percent. 
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GROWTH OF TURNOVERS AND PRICES 

In 1978, total export indicators were lower than in 1977. The export rate 
to capitalist countries decreased, and also--although to a lesser degree--so 
did the export growth rate to socialist countries (Table 1). 


Table 1. Poland's foreign trade turnovers 4) in current prices 








Value in 1978 in Growth rate _ 
billions of foreign 1977 1978 

Specification exchange zlotys 1976 1977 

Export 

Total 44.7 11.3 9.8 
Socialist countries 27.3 12.3 11.2 
Capitalist countries 17.4 9.8 7.6 

--Developed 14.0 8.8 9.9 
--Developing 3.4 13.9 -0.9 

Import (fob) 

Total 50.9 5.4 4.7 
Socialist countries 27.6 16.4 9.5 
Capitalist countries 23.3 -4.3 0.0 

--Developed 20.6 -6.3 -2.0 
--Developing 2.7 17.3 16.2 





— -_-——— 


a) Including construction 
Source: 1978 Statistical Yearbook of Foreign Trade and preliminary estimates 
of the Department of Analyses and Prognoses of IKC HZ 


Total import growth like export growth, was also lower than in 1977. This 
was the result of decreased imports from socialist countries. 


At the same time, difficulties in appreciably increasing exports to 
capitalist countries limited the possibilities of increasing imports from 


these coun-cries. 


The trade turnover balance for 1978 closed just as it did in previous years, 
with a debit (Table 2). 


Table 2. Poland's balance of trade turnovers 4) in billion foreign exchange 





zlotys fob 
Specification 1977 1978 
Total -7.8 -6.2 
Socialist countries -0.6 -0.3 
Capitalist countries -7.2 -5.9 
--Developed -8.3 -6.6 
~-Developing +1.1 +0.7 





a) Note: Same as Table l 
Source: Same as Table l 
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A debit balance appeared in turnovers with both capitalist and socialist 
countries, however, the larger portion of the total deficit fell to the 
capitalist countries (92.3 percent). The debit balance of turnovers with 
the capitalist countries resulted from the deficit exchange with developed 
capitalist countries. A small surplus, 0.7 billion foreign-exchange zlotys, 
was obtained in turnovers with developing countries. 


As compared with 1977, Poland's total trade-turnover deficit decreased 
almost 1.6 billion foreign exchange zlotys. 


The growth of the value of total turnovers was affected more by an increase 
in prices than by an increase in physical volume of turnovers. 


Almost identical price-growth-rate indicators for export (103.4) and import 
(103.3) meant that substantially the same price relations were maintained 
as in 1977. As a result, total terms of trade improved minimally (100.1), 
while in turnovers with socialist countries they fixed at the 97.9 level, 
and in turnovers with capitalist countries, at the 102.8 level. 


Table 3. Price growth and terms of trade 


Specification 1975 1976 1977 1978 





Price indicators: 


In export 115.6 102.4 103.1 103.4 
In import 112.0 100.4 105.5 103.3 
Terms of trade 103.2 102.0 97.7 100.1 





Source: Same as Table l 


The growth of total export volume was, just as in 1977, larger than the 
growth of total import volume (Table 4). 


Table 4. Volume growth of turnovers 


Growth-rate indicators 








Specification 1977 1978 

1976 1977 
Export 107.5 106.1 
Import 99.8 101.6 





Source: Same as Table l 


Highest growth in foreign trade turnovers, adjusted by the price-rise 
index, was in exports to socialist countries. This was the result of 
activities aimed at liquidating the trade deficit with these countries, 
and above all, with the USSR. 
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The aim of improving the turnover balance with socialist countries also 


resulted in a slower growth of volume of imports from these countries 


than in earlier years. 


The commodity pattern of export changed very little in comparison with 
A somewhat better-than-average growth occurred in export 


1977 (Table 5). 


products of the electromachinery and construction industries, metallurgi- 
cal products and light industry products, which caused the share of these 


groups in total exports to increase. 














Table 5. Commodity pattern of Poland's turnovers in current prices a) 
(in percent) 
Socialist Capitalist 
Specification Total countries countries 
1977 1978 1977 1978 1977 1978 

Export 100.0 100.0 100.0 100.0 100.0 100.0 
1. Products of electro- 

machinery and construc- 

tion industries 46.2 47.0 58.6 58.8 27.3 28.1 
2. Fuel and energy 16.4 15.5 11.6 11.0 23.7 22.4 
3. Metallurgical products 6.0 6.4 4.7 4.6 8.0 9.1 
4. Chemical products .6 8.1 8.8 8.5 8.3 3 
5. Light industry products 9.5 9.6 8.8 10.8 9.2 7.8 
6. Food and ..gricultural 

products 9.5 9.0 4.3 3.6 17.6 17.5 
7. Other products 3.8 4. 2.2 2.6 5.9 7.8 
Import 100.0 100.0 100.0 100.0 100.0 100.0 
1. Products of electro- 

machinery and construc- 

tion industries 40.3 39.8 48.9 48.1 32.3 32.2 
2. Fuel ani energy 11.5 12.7 16.2 18.6 6.6 6.0 
3. Metallurgical products 13.4 12.4 12.4 11.6 14.5 12.8 
4. Chemical products 11.6 11.8 8.0 7.7 15.3 16.3 
5. Light industry products 4.5 4.1 4.5 4.4 4.4 3.9 
6. Food and agricultural 

products 13.3 13.9 5.0 4.4 21.8 23.3 
7. Other products 5.4 5.3 4.9 5.1 5.5 





a) Note: Same as Table l 


Source: 


Same as Table l 








Much more significant shifts occurred in import. Just as in the previous 
year, the growth of imports of products made by the electromachinery indus- 
try was low (103.6), and the import value of these products from capitalist 
countries dropped. This is in accord with the policy of restricting the 
size of investments in the country. On the other hand, imports of fuel and 
energy from socialist countries increased at a better-than-average rate. 
However, this was due mainly to the increased prices of imported fuel, while 
the slight growth in the import volume of other goods declined. At the same 
time, the import value of metallurgical products decreased (due to fewer 
imports from capitalist countries). 


Because imports from capitalist countries decreased, total imports of light 
industry products also fell. 


As a result of differences in growth of turnovers with individual groups of 
countries, some changes occurred in the geographic pattern of Poland's turn- 
overs abroad (Table 6). 


Table 6. Geographic pattern of Poland's trade turnovers 4) in current 
prices (in percent) 


Share in total turnovers 














Specification 

1977 1978 

Export 
Total 100.0 100.0 
Socialist countries 60.3 61.1 
Capitalist countries 39.7 38.9 
--Developed 31.2 31.3 
--Developing 8.5 7.6 

Import 
Total 100.0 100.0 
Socialist countries 51.9 54.2 
Capitalist countries 48.1 45.8 
--Developed 43.3 40.5 
--Developing 4.8 5.3 





a) Note: Same as Table l 
Source: Same as Table l 


First of all, the socialist countries’ share in imports increased. 
same time, disparities in the developed capitalist countries’ share in our 


imports and exports lessened. The share of developing countries in 


Poland's exports also weakened in comparison with 1977. 


Table 7 lists the most important partners in Polish foreign trade. 


At the 


Export 


to these countries comprised 93.3 percent of our total exports, and imports 


comprised 95.7 percent. 


the table, Poland's trade showed a debit balance. 


In turnovers with most of the countries Listed in 














NN  _ 


Table 7. Poland's chief trade partners 4) in 1978 


Value in million 

















foreign exchange Share, in percent 
Country zlotys fob 
Export Import Export Import 
Total 44,685 50,938 100.0 100.0 
Socialist countries 
USSR 15,139 15,256 33.9 29.9 
GDR 3,684 4,025 8.2 7.9 
Czechoslovakia 3,302 3,168 7.4 6.2 
Hungary 1,585 1,435 3.5 2.8 
Yugoslavia 1,027 759 2.3 1.5 
Romania 966 1,303 2.2 2.6 
Sulgaria 965 1,024 2.2 2.0 
China 310 302 0.7 0.6 
Developed capitalist 
countries 
FRG 3,038 3,479 6.8 6.8 
Fr’ ace 1,469 1,628 3.3 3.2 
united States 1,463 2,238 3.3 4.4 
Great Britain 1,416 2,921 3.2 5.7 
Italy 1,144 1,258 2.6 2.5 
Denmark 573 230 1.3 0.5 
Austria 564 1,789 1.3 3.3 
Sweden 554 923 1.2 1.8 
Switzerland 539 1,224 1.2 2.4 
Finland 494 157 1.1 0.5 
Holland 422 1,068 0.9 2.0 
Belgium 371 570 0.8 1.1 
Norway 357 232 0.8 0.5 
Spain 329 251 0.7 0.5 
Canada 244 635 0.5 1.2 
West Berlin 224 28 0.5 0.0 
Greece 184 160 0.4 0.3 
Japan 169 1,029 0.4 2.0 
Developing capitalist 
countries 
Libya 370 23 0.8 - 
Brazil 234 797 0.5 1.6 
Iraq 211 367 0.5 0.7 
Iran 197 279 0.4 0.6 
India 172 217 0.4 0.4 





a) Full commodity exchange turnovers. Listed according to share in 
Poland's export. 
Source: Same as Table l 
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TURNOVERS IN MAIN COMMODITY GROUPS 
Products of Electromachinery Industry 


This branch's share in total foreign trade turnovers has remained on the 
same level for several years. The share of electromachinery products in 
total exports was 43.1 percent; in total imports, it was 39.5 percent. 
The increase in this branch's share in total exports was 0.7 point, and 
in imports, 0.6 point. 


After a rather large increase in exports of electromachinery industry 
products in 1977 in comparicon with the previous year, a substantial 
deceleration of the growth rate occurred in 1978. The deceleration was 
slight in exports to socialist countries, but it dropped very greatly in 
exports to capitalist countries--from 20.4 percent in 1977 to 8.£ percent 
in 1978. After a drastic drop in the growth rate in imports of products 
of the electromachinery industry in 1977, the growth rate stabilized at 
the 3.6-percent level. 


The value of imports from capitalist countries in 1978, in comparison with 
1977, again declined, but this time more gradually than from 1976 to 1977. 
Imports from socialist countries also decreased. 


in turnovers of products of the electromachinery industry in 1978, the 
following product groups were most important: water transport means; 
motor transport means; machines for earthworking, construction and roed- 
building; crane-transport equipment; rail transport means; electromaguetic 
machines and equipment; machines, equipment and tools for agri:ulture and 
for forestry; farm tractors; metalworking machines; machines and equipment 
for light industry; and consumer products of the electromachinery industry. 


In terms of value, water transport means are the most important exports 
of the electromachinery industry. 


The value of Polish naval-craft exports remained basically at the 1977 
leve.. Exports to capitalist countries dropped 1.6 percent, but exports 
to socialist countries increased almost 2 percent. 


Imports of water transport means in 1978 fell about 40 percent (both 
from capitalist countries and socialist countries). 


In 1978, exports of motor transport means remained in second place among 
products of the electromachinery industry. More than half of all export 
products in this group were deliveries of a coproduction type: «automobile 
chassis, various assemblies and parts; over one-fourth were deliveries of 
passenger vehicles (including domestic exports); and about 15 percent were 
trucks and special-purpose vehic‘es. 


Machines for earthworking, construction and roadbuilding are also one of 
the main export sectors of the Polish electromachinery industry. 
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It is true that total exports of products in this sector dropped slightly 
in 1978, but this was after a period of high export growth in 1977. In 
1978, exports to capitalist countries greatly increased--by about 15.9 
percent. Undoubtedly this is now one of the main pro-export sectors of 
the Polish electromachinery industry, thanks to heavy concentration of 
production and a high degree of specialization in the individual plants. 





In 1978, export of crane-transport equipment dropped in both total and to 
socialist countries, but exports to capitalist countries remained substan- 
tially at the 1977 level. About 80 percent of crane-transport equipment 
is exported to socialist countries, and the remaining 20 percent to capi- 
talist countries. 


Poland is a net importer of crane-transport equipment and the import rate 
continues to be high, particularly import from socialist countries. 


Exports of rail transport means to socialist countries increased appreciably, 
but exports of these products to capitalist countries continued to decline, 
while in 1977 a total drop was evident. 


In 1978, the total imports of electrically powered machinery and equipment 
increased--with a sharp rise in imports from socialist countries (over 35 
percent) and a continued decline from capitalist countries. Imports of 
electrically powered machines and equipment constituted over 2 percent of 
the entire export of products of the electromachinery industry. 


In relation to 1977, total exports of machines, equipment and tools for 
agriculture and forestry increased more than 16 percent. This was the 
result of increased exports to socialist and capitalist countries. Total 
imports of products of this sector declined in relation to 1977, witha 
considerable decrease in imports from capitalist countries. Poland remained 
a net importer of products of this sector. 


The export value of farm tractors remained generally on the same level as 
in 1977. Total exports increased about 2 percent, to socialist countries 
by 8.8 percent; and it decreased to capitalist countries by close to 10 
percent. On the one hand, for several years a definite downturn in busi- 
ness outlook has prevailed in the world market for farm tractors, but on 
the other hand, the Polish tractor industry is going through a period of 
important change due to transformations in production structure and 
modernization of manufacturing technology. 


In 1978, the export of metalworking machines increased. Exports to 
socialist countries amounted to 9.2 percent, and exports to capitalist 
countries 8.1 percent. During that year, a further increase in activity 
in this market was recorded. The average increase in orders in Western 
Europe's metalworking industry amounted to 7 percent in the first half 

of 1978 in comparison with the first half of 1977. Orders in the United 
States, Great Britain and Japan increased the most. In the FRG they rose 
by 7 percent. Imports of metalworking machines exceeded export volume 
threefold. A significant increase in imports from capitalist countries 
occurred, while imports from socialist countries declined. 
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Exports of machinery and equipment for light industry decreased by close 
to 2 percent. 


Important changes occurred in the geographical pattern of such exports: 
exports to socialist countries grew by almost 4 percent while export to 
capitalist countries fell by almost 40 percent. 


Poland is a net importer of machinery and equipment for light industry. 
Over one-fourth of this machinery in 1978 came from capitalist countries, 
despite the fact that imports of such machinery from socialist countries 
increased almost 16 percent and imports from capitalist countries dropped 
12 percent. 


In 1978, an improvement was made in the debit balance of turnovers of 
consumer products of the electromachinery industry. Two factors influenced 
this: growth of exports and decreased growth of imports as a result of a 
very large drop in imports from capitalist countries in comparison with 
1977. The import of substantially all market products of the electro- 
machinery industry, except electronic equipment, was restricted. 


Some positive changes were made in the product range of this export. The 
share of highly processed and complicated technical products, such as, for 
example, mechanized and electrotechnical domestic appliances and commonly 
used electrotechnical appliances increased, while the share of simple 
household products, such as, kitchen utensils and tableware declined. 


Construction 


Turnovers in the construction field in 1978 are quite difficult to concretize 
explicitly. It is true that in comparison with 1977 the growth rate for 
imports is triple that for exports (a 43.2-percent increase); but with a 
small share of just construction exports in total exports (3.9 percent), 
imports are more than nine times less than exports. In construction exports, 
which constituted almost 4 percent of total exports, in 1978, in comparison 
with the previous year, exports increased 37 percent to capitalist countries 
and 9 percent to socialist countries. 


In total construction exports, the export share of general construction 
buildings decreased, but exports of production-servicing and specialized 
building structures increased. 


Fuel and Energy 


There were no real changes in the international fuel market in 1978. 
Due to the low level of economic activity, as in past years, production 
potentials were greater than demand. In this situation, fuels were 
generally available and prices were not greatly changed. 


Preliminary estimates point to only a slight increase in extraction of 
the basic fuels. The lowest increase was in petroleum production (only 
0.2 percent in relation to 1977). 
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In Polish foreign trade, a further decline in net exports of fuel occurred. 
A continuation of this trend will place Poland in the position of being a 
net importer of fuel. 


This phenomenon is caused, on the one hand, by the rapid rise in demand 
for fuel, particularly crude, and on the other hand, by the deteriorating 
price relations of exports and imports in this group. 


Price changes in 1978 were not favorable to us. The price of coal 

rose slightly (an average of about 4.6 percent), prices of petroleum and 
gas quite substantially (15.1 and 17.9 percent, respectively). In turn- 
overs with capitalist countries, the ratio of the price of coal to the 
price of crude improved somewhat (by 0.5 percent). Still the prices 

of petroleum were lower and the prices of coal were higher in turnovers 
with socialist countries than in turnovers with capitalist countries. 


Metallurgical Products 


The low state of economic activity in capitalist countries in 1978 reflected 
variously on the world metal markets. Just as in 1977, favorable conditions 
and an increase in prices affected aluminum, lead and tin most of all. How- 
ever, prices of copper and zinc fell. The above situation reacted unfavorably 
on the trade-turnover balance of Poland, which is an exporter of copper and 
zinc but imports considerable quantities of steel, aluminum and tin. 


The export value of metallurgical products rose 17 percent, mainly du to 
increased exports to capitalist countries. As a result, the share of 
capitalist countries in exports increased further (to 53 percent). 


The main items of Polish metallurgical exports are ferrous metal products 
and semifinished products, copper and copper products, silver, zinc, and 
zinc products. 


A structural obstacle in the path of increased exports of ferrous metal 
products andsemifinished products was the growing domestic cons mption of 
steel. 


The characteristic feature of our steel turnovers is the higher share of 
better grades in imports than in exports. In 1978, the average price 
paid for imported metal products was 63 percent higher than the price 
obtained for exports of products of this sector. 


Raw materials and ferrous metal products comprise 67 percent of imports 
of metallurgical products in 1978. Main items in our metal imports are 
iron and steel products, iron ore, pig iron, aluminum and aluminum pro- 
ducts, tin and roasted magnesite. Imports of these products from capi- 
talist countries amounted to 51 percent (53 percent in 1977). 
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In comparison with 1977, average prices rose for imported iron and 

steel products, aluminum, tin and lead. Average prices obtained for 
exports of copper and semi-finished products dropped. But there was an 
improvement in export prices of zinc. This resulted mainly from the 
large drop in the share of zinc exports to capitalist countries where 
the prices obtained were relatively low. We benefited from a drop in the 
average price paid for imported iron ore and pig iron, and an increase in 
average price obtained for exported iron and steel products and semi- 
finished products, and silver. 


Chemical Industry Products 


Turnovers of chemical industry products showed a weaker growth rate in 
relation to 1977. In turnovers with capitalist countries, even a decline 
in exports was recorded. 


The geographic pattern of chemical industry product turnovers was highly 
unfavorable. Over 60 percent of exports were directed to socialist coun- 
tries, and more than 65 percent of imports, came from capitalist countries. 
The turnover balance showed a debit and it was valued at almost 2.8 billion 
foreign-exchange zlotys. 


Despite low economic activity in the capitalist countries, no basic changes 
were noted on the world markets for chemical raw materials. A large demand 
continued, just as in 1977, which caused prices of these raw materials to 
show an upward trend. 


The main products of the chemical industry in foreign trade turnovers were: 
sulfur, nitrogen fertilizers, phosphatic fertilizers, pharmaceuticals, 
chemistry economy products, and cosmetics and perfume products. 


The volume of Polish exports of sulfur declined 1.7 percent in comparison 
with 1977, and value grew 0.6 percent due to a 2.3-percent rise in average 
export price. Despite the apparent upward trend of world prices for sulfur, 
the value of Polish exports increased slightly. 


Because the growth rate of world demand for sulfur was more rapid than 
the growth rate of production, this contributed to the depletion of 
reserves of this raw material. A further growth in demand for sulfur is 
forecast, particularly in the developing countries of North Africa. This 
is tied to development of chemical fertilizer production. 


The volume of nitrogen fertilizer exports recalculated to the net 
constituent, declined 69.6 percent in comparison with 1977, and value 
dropped 62.4 percent. The large drop in nitrogen fertilizer export volume 
should be attributed to the substantial increase in domestic requirements. 


An increase in world demand for nitrogen fertilizers in 1979 is anticipated, 
particularly by developing countries. 
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The value of Polish imports of phosphoric raw materials in 1978 grew 2 
percent, despite a 6.2-percent volume decline. This was caused by rises 
in prices of imports from both the socialist and capitalist countries. 


Pharmaceuticals exports comprised about 30 percent of the exports of chemi- 
cal industry products. The principal buyers of Polish drugs in 1978 were 
the socialist countries (about 87 percent). 


World production of chemistry economy products, cosmetic and perfume pro- 
ducts, is distinguished by a highly differentiated growth rate. Highest 
growth is in the production of cosmetic and perfume products--in recent 
years the average annual growth was about 10 percent. 


The share of cosmetic-perfume and chemistry economy products in Polish 
export of chemical industry products totaled 6-7 percent. The buyers of 
these products were almost exclusively the socialist countries. 


Farm Food Products 


In 1978, a further improvement in the world agricultural market occurred. 
After good harvests in 1977, 1978 was also noted for good production 
figures and a further increase in basic reserves of staple farm commodities 
and stocks. World grain production grew about 11 percent in comparison 
with 1977, and production of oil seeds about 6 percent; only sugar produc- 
tion dropped about 2 percent. In spite of good results in production of 
basic plant stocks, prices on the world agricultural market did not show 

a downward trend. 


The year 1978 was the fifth bad year in a row for Polish farming. As in 
1977, unfavorable weather conditions affected harvests and caused heavy 
losses. 


Unfavorable internal and some external conditions had an important effect 
on the quantity and pattern of Poland's farm food exports in 1978. 


Export value of farm food products dropped 10.2 percent in relation to 
1977. The share of farm product exports in Poland's total exports shrank 
0.6 potnts. 


Export value of animal products, which constituted about 54 percent of all 
farm food exports, rose 5.5 percent in comparison with 1977. 


Despite unfavorable trends in the meat market--particularly in the pork 
market--we obtained higher prices than in 1977. That is why in all staple 
commodity items, the growth rate of value is higher than that of export 
volume. 


In plant product export, which comprises about 46 percent of all farm food 
exports, certain unfavorable changes have taken place, both as to the 
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quantity of sales made, as well as to the foreign-exchange prices obtained. 
Because domestic stocks were not adequate, exports of rape oil, onions and 
frozen fruits and vegetables were heavily restricted. It was necessary 
also to cease exports of malting barley and rape seed. 


In 1978 our imports of agricultural products grew substantially. 


The basic cause for this growth was increased imports of grain and feed. 
Despite a drop in import prices in relation to 1977 prices, the value of 
grain imports rose about 20 percent. Import value grew over 25 percent 
in relation to 1977. 


The import value of oils and oil seeds increased even more, which is also 
tied to the growth in prices of oil seeds and oils on the world market. 


No great changes occurred in the import of condiments, however, import 
of citrus fruits increased. 


Light Industry Products 


Export of light industry products continued to increase in 1978. The 
growth of exports to socialist countries rose at a particularly high rate. 
The share of light industry products in total exports continued to increase. 


In 1978, the outlook for textile and clothing products improved slightly, 
mainly in the United States and Western Europe. This had a positive effect 
on activating Polish exports of these products. Attention should be called 
to the increased export prices obtained for our light industry products, 

a 15-percent average increase in comparison with the 1977 level. 


Export value of textile industry products grew about 20 percent in compari- 
son with 1977. The main growth factor was the obtainment of high export 
prices. 


In 1978, style changes occurred which were favorable to Polish clothing 
exports. A return to traditional men's suits and shirts was observed. 
This change, together with the improvement in the general economic out- 
look, mainly in the United States and Europe, resulted in an increased 
demand for clothing. 


Export value of clothing grew about 15 percent. 


The largest buyer of clothing made from Polish fabrics is the USSR--about 
56 percent of all exports of the clothing sector. Chief buyers of clothing 
from the so-called adornment alteration services are the FRG and West Berlin. 


Trends in the world footwear market were not favorable. Import restrictions 
in the United States increased in relation to Asian exporters, including 
North Korea and Taiwan. In this situation, these countries increased their 
exports to EEC countries, further intensifying competition. Despite this, 
the value of Polish exports of leather goods grew 10 percent (11 percent to 
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socialist countries and 5 percent to developed capitalist countries). 
Export to developing countries increased substantially. 


In many cases, despite the unfavorable outlook, considerable increases 
in prices for Polish footwear were gained. 


GEOGRAPHIC DIRECTIONS OF TURNOVERS 
Socialist Countries 


In 1978, the rate of turnover with CEMA countries weakened somewhat. Con- 
trary to previous years, however, exports grew more rapidly than imports. 
In comparison with 1977, export value increased 10.6 and imports 9.2 per- 
cent. The relative weakening of export growth was affected by such factors 
as: insufficient adaptation of the quantities and types of export produc- 
tion, as well as its quality and technical level, to buyer needs; lower 
requirements for certain types of machinery and equipment as a consequence 
of investment restriction in most CEMA countries; and the necessity for 
supplying the domestic market with production designated for export--indus- 
trial parts, consumer goods, and farm food products. 





The decline in import rate was due, in part, to the slower rate of invest- 
ment in our country, which caused a relative decrease in requirements for 
many commodities, mainly machinery and equipment, and also difficulties in 
contracting for goods which are attractive to us. 


Turnovers with the Soviet Union are of fundamental importance in economic 
cooperation abroad. Trade turnovers with the USSR increased 12.5 percent 

in comparison with 1977, which includes exports by 17.4 percent and imports 
by 7.3 percent. Thus, the rate of imports dropped considerably in compari- 
son with recent years. This resulted, in part, from restrictions on invest- 
ment growth in Poland and the consequent drop in demand for investment 
imports. 


Electromachinery industry products remained a crucial item in our exports. 


Particularly high was the export rate of the second group in terms of 

value, i.e., light industry products. The substantial increase of deliveries 
of these »roducts to the Soviet market was the result of an improvement in 
product quality and increased production capability from the viewpoint of 
sales potential in the USSR. 


Our deliveries of fuel and energy rose dynamically. This was due to in- 
creased coal deliveries in exchange for additional deliveries of Soviet 
gas. 


Deliveries stemming from participation in seven enterprises linked to 
expansion of the raw materials base were made without serious disturbances. 
Deliveries to mutual investment enterprises increased exports from Poland 
to the USSR. For 12 years, beginning in 1979, we will receive deliveries 
of additional quantities of raw materials by virtue of our participation 

in these enterprises. 
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The growth of our imports from the USSR was due mainly to increased 
imports of fuel and energy; imports of the remaining commodity groups 
either grew minimally or dropped. 


The factor which accelerated the rate of turnover with the Soviet Union 
was the development of specialization and coproduction. Production 
cooperation between Poland and the USSR was based on 21 bilateral agree- 
ments on specialization and coproduction. 


In Poland-GDR trade exchange in 1978, the growth rate of our exports 
declined and at the same time, further restrictions in the import growth 
rate were effected. Export value shrank about 3 percent in comparison 
with 1977, and import value grew 9.2 percent. This was the consequence of 
unfulfilled contracts and delayed deliveries resulting from difficulties 
in the economies of both countries. 


Exports of machinery and equipment remained at substantially the same 
level attained in the previous year. Exports of industrial consumer pro- 
ducts increased. The value of farm food exports declined. Not only was 
it difficult to increase exports of fuels and raw materials, it was even 
difficult to maintain such exports at the previous year's levels, so great 
were the delays in deliveries of coke, coal and sulfur. 


In all four commodity departments there were insufficient goods in bulk 
for export. 


Imports from the GDR rose due to increased purchases of industrial pro- 
ducts, mainly machinery and equipment. Import value of products of the 
other two departments declined just as was forecast for 1978 in the trade 
minutes. In the GDR, as in Poland, there are difficulties in insuring a 
supply of industrial goods for export which would be suitable to our needs. 
These difficulties are linked, in parc, to the balance of payments of the 
GDR with capitalist countries. 


In 1978, Poland entered into 10 new contracts with the GDR on specialization 
and coproduction, including those concerning the production of equipment 

for open pit mines, and equipment for the sugar industry. Contracts 
previously entered into, concerning specialization in the production of 

flaw detectors and inspection-measurement instruments, were supplemented. 


Polish-Czechoslovakian trade turnover increased over 8 percent in compari- 
son with 1977, at almost the same rate for exports and imports. As in 
previous years, machinery and equipment played the main role in reciprocal 
trade exchange. Exports of electromachinery products grew 8.9 percent. 
Poland continues to occupy the position of important exporter of complete 
installations and construction services on the Czechoslovak market. In 
1978, this export increased over 8 percent in relation to 1977. Toa 
large degree, the accomplishment of the largest Polish contract for con- 
struction of the Prunerov II power plant, 1,050 MW generacing capacity, 
was crucial to this increase. 
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In raw materials and materials export, delays and difficulties arose in 
the fulfillment of contractual obligations concerning coal, sulfur and 
chemical products. 


In comparison with 1977, Poland increased its exports of food farm products 
to Czechoslovakia about 10 percent. This was attributed to increased exports 
of fresh and processed fruits and vegetables. 


In Polish imports, purchases of she following kinds of machines and equip- 
ment predominated: metalworking machines, mining machinery and equipment, 
construction machinery, farm machinery, machinery for the production of 
construction materials, and machinery for the textile industry. In addi- 
tion, we purchased poultry farms, locomotives and railroad cars, trucks, 
automobiles and spare parts. Total imports of electromachinery industry 
products from the CSSR grew 8 percent in relation to 1977. 


In Czechoslovakia, we purchased kaolin, magnesite, pig iron, rolled pro- 
ducts and a wide range of raw materials and chemical products in exchange 
for rolled products. 


Polish imports of food industry products declined, but imports of breeding 
animals and seed grain increased. 


The reciprocal exchange of industrial consumer goods was intensified. 
Developed Capitalist Countries 


Results of Poland's commodity exchange with developed capitalist countries 
should be assessed generally as satisfactory, taking into account the 
deteriorating conditions for realization of the planned goals. This 
deterioration was caused, on the one hand, by greater balance tensions in 
our domestic economy, and, on the other hand, by difficulties in exports 
to developed capitalist countries, aggravated by economic stagnation and 
the protectionist policies applied by these countries. Despite this, it 
was possible to accelerate the growth rate of such exports by 9.8 percent 
in comparison with 1977, and bring the value to about 14 billion foreign- 
exchange zlotys. During this time, the value of imports remained on an 
unchanged level; as a result, the deficit of turnovers with developed 
capitalist countries was further reducec 


The share of developed capitalist countries in the total value of Polish 
exports rose in 1978 to 31.3 percent, while at the same time the share 
of imports with developed capitalist countries dropped in total export 
value. 


In the regional pattern of Polish exports to developed capitalist counties, 
an increase was noted in the concentration of sales in the EEC region 

(61.1 percent as against 58.2 percent in 1977). The comparative importance 
of the EFTA region diminished due to the considerabie drop in deliveries to 
the Scandinavian countries. The share of overseas capitalist countries 
rose from 12.6 percent to 13.6 percent, mainly due to the large increase 

in exports to the United States. 
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In the regional pattern of imports from developed capitalist countries, 
no real changes took place. The importance of EFTA shrank from 22.9 
percent to 20.2 percent (as the result of a large drop in imports from 
Switzerland, and to a lesser degree--from Sweden and Austria). The share 
of the largest partner, i.e., EEC, decreased from 54.5 percent to 53.2 
percent. The share of overseas countries was 19 percent, which was on 
the 1977 level. 


The main partners in our exports to developed capitalist countries in 

1978 were the following countries: the FRG, France, the United States, 
Great Britain, Italy; in imports: the FRG, Great Britain, the United 
States, Austria and France. The largest growth rate among the listed 
countries in 1978 was in exports to Great Britain, the United States and 
the FRG, while imports from the United States and Great Britain showed the 
most rapid growth. The pattern of commodity exchange with developed capi- 
talist countries did not change much in 1978. The mair commodity groups 
in exports were: fuel and energy, products of the electromachinery 
industry, and farm food products. Exports of electromachinery products 
and iron and steelmaking products grew very sharply. Deliveries of pro- 
ducts from the food and farming industries increased moderately. Exports 
of chemical industry products regressed. 


In the commodity pattern of imports from developed capitalist countries, 
products of the electromachinery industry retained their predominant posi- 
tion despite the very weak growth rate of these purchases in comparison 
with 1977. But imports of agricultural products were tremendously dynamic, 
increasing by almost one-third. 


Imports of fuel and energy, iron and steelmaking products, and light 
industry products decreased. 


Polish exports to developed capitalist countries were seriously threatened 
by protectionist policies, particularly the non-tariff barriers applied 

to agricultural products, and food, light industry, electromachinery and 
metallurgical products. The intensified forms of protectionism in these 
countries accompanied a deepening integration. Under pressure from our 
partners, we were forced to accept certain restrictions on our deliveries. 
At the same time, the range of preferences granted to Third World countries 
was enlarged, and their deliveries competed more frequently and more 
successfully with Polish exports. In 1978, increased competitive pressure 
was also felt from other socialist countries which strove, as did Poland, 
to equalize their balance of payments with developed capitalist countries. 


The growth rate of industrial coproduction declined for two basic reasons. 
First, some large contracts expired and new potentials were not fully 
exploited. Second, partners from developed capitalist countries, in view 
of the unfavorable economic situation, cautiously calculated the advantages 
of coproduction. 











Developing Countries 


In 1978, the value of exports to developing countries declined about 1.9 
percent in comparison with 1977. Imports from this group of countries 
grew 17.2 percent. The rate of both exports and imports was lower than 
in 1977. 


Developing countries were the only group to which exports dropped in 
comparison to the previous year, and imports comparatively increased the 
most . 


As a result, the share of developing countries in total exports dropped to 
7.6 percent, the lowest since 1974, and increased to 5.3 percent in total 
imports, the highest since 1971. A contributing factor was the changed 
situation in trade with the petroleum countries. Up to 1977 inclusively, 
this trade was the most dynamic in Poland's turnover with the Third World. 


In 1978, exports to petroleum countries decreased while imports increased 
threefold. 


A constant problem of trade with developing countries is the large fluctua- 
tion in amounts of exports, particularly to individual countries, caused by 
Startups or terminations of large contracts for investment deliveries. The 
lack of new contracts for deliveries of machinery and equipment to Algeria, 
Morocco and Brazil, and also completion of construction of a sulfuric acid 
factory in Morocco, delivery of equipment for modernization of coal mines 
in Nigeria, a clinker mill in Kuwait, and a water-pumping station in Abu 
Dhabi in 1978, had an adverse effect on the total exports to these coun- 
tries. At the same time, increased deliveries of products of the electro- 
machinery industry were initiated to other markets (Angola, Egypt, Libya, 
Turkey, Pakistan, Colombia), which resulted in an increase of overall 
exports to these countries and affected the total level of exports of pro- 
ducts of this ere wp to developing countries. These products were among the 
most dynamic export groups and comprised almost half of total exports to 
Third World countries. 


As concerns other commodity groups, smaller supplies for exports of such 
bulk good« as fertilizers, sulfur and power coal, were recorded. The 

supply of metallurgical products was also inadequate. However, exports 

of light industry products, mainly textiles and breeding products (slaughter 
cattle), rose. 


The described changes in the commodity pattern of exports involved specific 
changes in the directional pattern of export. There was a growth in exports 
to Latin America, mainly to Brazil and partly to Argentina and Venezuela 
(with increases to Colombia and Peru). Exports to Africa increased, 
resulting from the decrease of exports to the Arab countries (Algeria, 
Morocco) and Nigeria and the growth of imports to the remaining countries 

of that continent. Exports to Asian countries also grew--affected by a 

more than one-fifth increase of exports to Southeast Asia. 
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The decline also encompassed, as mentioned earlier, exports to petroleum 
countries, mainly due to lower investment exports and lower exports of 
food products. 


In imports from developing countries, the most important change was the 
almost threefold increase in fuel import. For the first time, the value 
of imported fuel exceeded the value of fuel exported by Poland to this 
region, and, what is more, by more than double. This increase was caused 
mainly by larger purchases of crude oil, and only to a small degree in 
higher prices. 


At the same time, imports of products of the chemical industry and agri- 
cultural products increased. 


On the whole, price trends in imports were favorable to us, thanks to 
which, despite the very large increase in expenditures for imports of 
fuel, total value of imports increased comparatively little. It should 

be emphasized that prices for importing most of the goods were lower 

than in 1977, although on the world market, except for prices of condi- 
ments, there was either a stagnation or some growth during the year. The 
difference probably was the result of the discrepancy in time between con- 
tracting and implementing the contract. 


The increase in crude oil purchases and, on the other hand, lower prices 
of other basic commodities in imports, produced some very large shifts in 
the directional pattern of imports. 


Due to the almost ninefold growth of imports from the Near East Arab coun- 
tries (Iran), the Near and Middle East region occupied second place in our 
imports from developing countries--after Latin America, which retained first 
place; our imports from this region grew 16.4 percent. Imports from South- 
east Asia countries fell more than 40 percent, and from African countries, 
13 percent. 


TRADE EXCHANGE PROSPECTS IN 1979 
Turnover with Socialist Countries 


Poland's commodity exchange with CEMA countries in 1979 will depend on the 
economic development of the individual socialist countries. The basic 

goal in the economic plans of most countries is the attainment of economic 
balance, elimination of tensions in various economic fields, and improvement 
in trade balances. 


All CEMA countries are striving to reduce raw-materials consumption and 
energy consumption in production. In the Soviet Union, fuel and energy 
conservation amounting to 33 million tons of fuel units is envisaged; in 
the GDR, consumption of raw materials and energy in industry is to drop 
4 percent, use of rolled products, 4.9 percent, and cement, 2 percent. 
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The aim of achieving economic balance will have an inhibiting effect in 
1979 on investment growth in individual countries. 


Plans for 1979 envisage a large increase in farm production. A charac- 
teristic feature of these plans is the conspicuous increase in plant 
production in relation to animal production in order to insure an adequate 
feed base. 


A further growth in foreign trade by CEMA countries will occur. In all 
countries, the rate of trade turnover will exceed the growth indexes of 
national income and industrial production. A common feature of planned 
assumptions of the CEMA countries in the area of foreign trade is the 
attainment of a faster rate of growth of exports than imports in the ex- 
change with capitalist countries. 


In these conditions, imports, farticularly of fuels, raw materials and 
high-quality electromachinery products from CEMA countries, may encounter 
difficulties. A condition of imports of the stated commodities with CEMA 
countries will be the timely, on our part, implementation of export obli- 
gations, improvement in quality of goods, insuring supplies of spare parts, 
servicing, etc. 


Turnover With Developed Capitalist Countries 


Poland can count on rather favorable trade conditions with developed coun- 
tries. This is suggested by the possibility of a renewed demand for imports 
by most West European countries and Japan. The first sign of renewed 
activity has appeared in the investment area; inflation pressure has weakened 
and the availability of financial resources on the international market con- 
tinues to be significant. 


However, tere are also symptoms of some difficulties and tensions caused 
principally by the intensification of protectionist tendencies, and some- 
times the intensification of the “shift” of trade with EEC in favor of 
internal exchange and partners linked to EEC. The possibility of a temporary 
“see-saw rate” has not been excluded, which entails increased risks in trade 
operations. Difficulties in emerging from economic stagnation have made it 
necessary for some of our partners to limit their activities or even to face 
bankruptcy. 


We must also count on strengthened competition from certain socialist coun- 
tries, interested--like Poland--in balancing their turnover payments with 
developed capitalist countries. 


Turnovers with Developing Countries 


In trade with developing countrics, the possibility of a deteriorating 
solvency of the nonpetroleum countries of the Third World is foreseen. It 
is necessary, therefore, to count on restricted growth potentials of Polish 
exports to this group of developing countries. 
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The petroleum countries will find themselves in a different situation in 
1979. The decision on gradual and, in sum, rather large increases in 
prices of crude this year will make for increased import potentials of 

the OPEC countries, even if the price increases result in a partial iimita- 
tion demand for crude oil. This will improve the opportunities for Polish 
exports in the market of the petroleum countries. 


If the trend proceeds in accordance with the above forecasts, the price 
situation in import of commodities other than crude oil should be favorable 
to us. 


The basic group on which the volume of Polish imports will depend is the 
products of the electromachinery industry. The increase in domestic require- 
ments in other fields may result in restriction of commodities for export, 
particularly foodstuffs and fertilizers. 


Considering the cited internal and external preconditions of Poland's trade 
with developing countries, it can be concluded that exports in 1979 will 
probably grow somewhat more than in 1978. Imports, however, will be 
decidedly more dynamic, mostly as a result of going to direct purchasing 

of crude oil at increased prices. 
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POLAND 


LONG-TERM WAGE RATE, POLICY ANALYZED 
Warsaw GOSPODARKA PLANOWA in Polish No 5, May 79 pp 238-244 


[Article by Wieslaw Krencik: "Growth Rate of Wages in the Years 1970-76 
in Poland and in the World"] 


[Text] 1. The 1971-1976 period is considered a peculiar period in the 
history of Polish socioeconomic development. Above all, it was charac- 
terized by a high rate of growth measured not only by the rate of growth 
of the national income but also by the sweep of the investments, acquisi- 
tions and introduction of new technologies undertaken as well as the wide 
spectrum of actions undertaken in the area of improving the standard of 
living of the population through social and wage policies. 


By emphasizing the exceptionally high rate of growth, as measured by 
dynamic indicators, the analyses to date concentrated mainly on comparing 
the rate of growth aciieved in Poland in the years 1970-1976 with the 
results obtained in the years 1960-1970 or 1950-1970. Such analyses per- 
mitted showing not only the scale of the achievements but also the problems 
to be solved in the future.! 


In this article we want to present our policy regarding the growth of 
wages against the background of the results achieved during that time by 
other countries, both socialistic and capitalistic. Such a review of the 
strategy of socioeconomic growth and of the policy regarding the growth of 
wages aims not only at increasing the store of information but also at 
drawing conclusions regarding the direction of wage policy in the future. 


2. At the outset, we must remind the reader that all international compari- 
sons are very difficult. Despite the growing cooperation of statistical 
offices, full comparability of statistical data has not been achieved yet. 
In individual countries, different methods of computing both nominal wages 
and the cost of living are used, thus computing differently the index 
reflecting the growth of real wages. In the socialist countries, real 
wages are computed either for the socialized sector of the economy or for 
the total national economy; the corresponding data for many capitalist 
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countries include only blue collar workers’ wages, either all of them or, 
for instance, excluding those of persons employed in agriculture and 
forestry, thus rendering the data not fully comparable. In the area of 
computation of nominal wages, the differences are even greater. The data 
submitted for some countries do not include the employees of commercial 
and transportation sectors, some data include the white collar workers, 
while others only the blue collar workers, in some countries the data are 
computed on a monthly basis and in other countries on a weekly or hourly 
basis, etc. We are citing these facts in order to show that the submitted 
statistical data are not fully comparable although on their basis certain 
general conclusions can be drawn especially regarding the trends of changes 
for which full comparability is not indispensable. 


3. We will start the analysis by comparing the dynamics of real wages in 
Poland with certain selected countries in the years 1970-1976. According 
to the data prepared by the Main Statistical Office [U.S. Government], the 
increase of real wages in these countries was as shown in Table l. 


Table 1. The Rate of Growth of Real Wages in the Years 1970-1976 in 
Selected Countries 








1975 1976 
eainaaital 1970 = 100 
Austria 130 -- 
Belgium 144 147 
Bulgaria 116 117 
Czechoslovakia 118 121 
France 135 143 
Japan 137 140 
Yugoslavia 105 110 
Canada 112 118 
FRG 120 122 
Poland 142 147 
Romania 120 127 
United States 101 103 
Hungary 118 118 
Great Britain 121 115 
Italy 135 140 
USSR 119 124 





Source: Concise Statistical Yearbook 1978, Warsaw 1978 p 271 


The above data lead to a few interesting conclusions. First, it can be 
stated that the rate of growth is highly differentiated. At the one 
extreme, there are countries where real wages grew from 1970 to 1975 by 
42 to 44 percent. At the other extreme, there are countries where the 
growth was only 1 percent. For the period 1970 to 1976, the spread of 
the rate of growth of wages is from 3 to 47 percent. 
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Second, Poland belongs to the countries which achieved the upper limit ot 
growth of real wages. The growth achieved in the years 1970-1975 places 
Poland second and the growth achieved in the 1970-1976 period places Poland 
first among the listed countries (together with Belgium). The rate of 
growth of wages close to ours in the years 1970-1976 (over 40 percent) 

was achieved only by Belgium, France, Italy and Japan. 


Third, the other socialist countries during those 5 years achieved much 
lower rates of growth, only 17 to 24 percent (except Yugoslavia which 
achieved a (10-percent growth). 


Fourth, only the United States is characterized by a minimal growth of 
real wages (3 percent during 6 years), thus being far behind both the 
socialist countries and other capitalist countries. 


4. Our achievements in the years 1970-1976 acquire even greater significance 
when measured in terms of the growth of real wages and compared with results 
obtained over a longer period of time. This will be brought forth by 
presenting the dynamics of growth of reali wages during the years 1960-1976 
(Table 2). 


Table 2. Growth of Real Wages in the Years 1960-1976 in Selected Countries 








1970 1975 1976 
AREY 1960 = 100 
Austria 168 218 ~—= 
Belgium 161 232 237 
Bulgaria 143 166 167 
Czechoslovakia 127 150 154 
France 148 200 212 
Japan 177 242 248 
Yugoslavia 163 171 179 
Canada 127 142 150 
FRG 175 210 214 
Poland 120 169 176 
Romania 147 176 187 
United States 118 119 122 
Hungary 129 152 152 
Great Britain 136 165 156 
Italy 168 227 235 
USSR 135 161 167 





Source: Same as Table l 


The data show that the rate of growth of wages over the 16-year period places 
us eighth among the listed countries and in the group with a relatively low 
rate of growth. We are far behind Japan, Belgium, Italy, France and the FRG. 
We cannot even boast that we are first among the socialist countries because 
the growth index in Romania is higher than in Poland. 
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The analysis of data for 16 years shows that the index of growth of real 
wages in Poland is very close to other socialist countries and much higher 
than in such capitalist countries as the United States, Canada and Great 
Britain. 


The causes of this state of affairs are explained by the data on the first 
rate of growth of real wages in the years 1960-1970. It transpires that 
real wages in Poland grew during that period by only 20 percent while in 
most capitalist countries this growth was 60 to 70 percent and in other 
socialist countries real wages grew within the 27 to 47 percent limits. 
Only in the United States was the rate of growth of real wages lower--it 
was only 18 percent. 


This permits us to state that if a rapid acceleration of the rate of growth 
of real wages did not take place in Poland in the years 1970-1976, we 
would certainly have belonged to the group having the iowest rate of growth 
of real wages not only in relation to the capitalist countries but also in 
relation to the socialist countries. Only thanks to the rapid acceleration 
during the years 1970-76, could we have found ourselves in the group having 
a moderate long-range rate of growth of real wages. 


Also, the data show that certain countries use certain types of strategy in 
the area of growth of real wages. 


The first group of countries is the group characterized by a high rate of 
growth of real wages throughout the whole period under examination. These 
countries achieved more than a 60-percent growth of real wages during the 
decade (1961-1970) and more than a 30-percent growth during the years 
1971-1975. Austria, Belgium, Japan and Italy undoubtedly belong here. 
Thus, these countries are characterized by the highest growth indexes for 
the 15-year period. 


The second group of countries is that characterized by a high rate of 
growth of real wages during the decade 1961-1970 (more than 60 percent) 
and a considerable slowing down of the rate during the years 1971-75. The 
FRG and Yugoslavia are the foremost members of this group. 


The third group of countries is that which achieved a more than 40-percent 
growth of real wages over 10 years. To this group belong: France, 
Romania and Bulgaria. In the years 1971-75, France had a rate of growth 
of real wages equal to 35 percent. On the other hand, the rate in Romania 
and Bulgaria slowed down marginally during these years. 


The fourth group of countries is that which achieved a growth of real 
wages of from 21 to 40 percent. The following countries belong to this 
group: Great Britain, USSR, Hungary, Czechoslovakia and Canada, These 
countries maintained a similar rate of growth in the years 1971-75. 
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Finally, the fifth group is that in which the growth of real wages during 
the decade was the lowest. Poland and the United States belong here. In 
the years 1971-1976, Poland achieved a fourfold acceleration of the rate of 
growth of real wages, described earlier; in the United States, however, 
there was a clear decrease of the rate of growth--l percent during the 
S-year period (1971-1975). Thus, despite a similar rate of growth in the 
years 1961-71, Poland achieved over the 15 years a growth of real wages 

as high as 69 percent and thanks to this has to its credit a higher growth 
during this period than many countries of the fourth group. The United 
States, however, achieved only a 19-percent growth and for this reason its 
results are significantly different from the rate of growth achieved by 
other countries included in the fourth group. 


Discussing Poland's place in the world in the area of the growth of real 
wages, it must be mentioned that in the years 1971-76 many capitalist 
countries of Europe achieved a much higher rate of growth than Poland over 
the longer period of time. Several socialist countries, without achieving 
an acceleration of the rate of growth in the years 1971-76, obtained over 
the 16 years an index reading approaching that of Poland. One must properly 
consider the significance of the rate of growth from the economic and 
political points of view and the difficulties of compensating in the years 
1971-1976 for the delays in relation to other countries. The analysis, 
however, leads to the conclusion that it is necessary to maintain in the 
coming years a relatively high rate of growth of real wages. Although this 
is a very difficult task, its implementation is essential to maintain 
Poland's position in the world and to avoid the necessity of periodic spurts 
and slowdowns which make more difficult the achievement of the goals of 
socialist economy. 


5. Real wages are a composite index. They produce a composite picture of 
two processes: the increase of nominal wages and the increase of the cost 
of living. These processes can move steadily or erratically. There are 
countries which achieve an increase of real wages by way of high rate of 
growth of nominal wages and high rate of increase of the cost of living; 
also, there are countries which achieve the growth of real wages by way 

of increasing nominal wages and minimizing the movement of the cost of 
living. Let us review now the growth of nominal wages in Poland and in 
selected countries in the years 1971-1976 (Table 3). 


Table 3. Growth of Real and Nominal Wages in the Years 1970-1976 in 
Selected Countries 














Nominal Wages __ Real Wages 
Country 1975 1976 1976 
1970 = 100 1970 = 100 
Austria 184 -- -- 
Belgium 216 240 147 
Bulgaria 118 120 117 
Czechoslovakia 119 122 143 
France 207 239 143 
Japan 235 263 140 
Yugoslavia 259 301 110 


Canada 160 180 118 








FRG 162 172 122 


Poland 159 173 147 
Romania 126 137 127 
United States 141 151 103 
Hungary 131 138 118 
Great Britain 223 248 115 
Italy 231 279 140 
USSR 120 124 124 





Source: Same as Table l 


The rate of growth of nominal wages was much more differentiated than the 
rate of growth of real wages. There are countries where nominal wages 
during the 6 years grew only 20 percent and others where they grew 201 
percent. 


The lowest rate of growth of nominal wages took place in all socialist 
countries except Poland. The growth of nominal wages in these countries 
in the years 1971-76 was only 20 to 38 percent. 


The highest rate of growth of nominal wages took place in Yugoslavia, more 
than 200 percent. It was not only higher than in the other socialist 
countries but it was higher than that in the capitalist countries. 


The third group of countries is that in which the nominal wages grew from 
50 to 100 percent. To this group belong such countries as the United 
States, the FRG, Poland and Canada. 


Finally, the fourth group consists of Belgium, France, Japan, Great Britain 
and Italy where nominal wages grew 139 to 179 percent. 


The above shows that Poland, in comparison to other countries, both socialist 
and capitalist, had a unique wage policy. While belonging to the group of 
countries which achieved in this period the highest rate of growth of real 
wages, we experienced a very moderate rate of growth of nominal wages. 

It is interesting that all countries which can claim the real wage index 
reading close to Polands' achieved this by way of a much higher rate of 
growth of nominal wages than Poland had. On the other hand, the countries 
which experienced a rate of growth of nominal wages similar to Poland's 
can claim a much lower rate of growth of real wages than Poland had. (The 
United States had only 3 percent, the FRG only 22 percent, Canada only 18 
percent, while Poland had 47 percent). This uniqueness may be expressed 

in yet another manner. Individual countries had either the policy of a 
relatively low rate of growth of nominal wages and a stable cost of 

living (e.g. USSR, Czechoslovakia), or the policy of a high rate of growth 
of nominal wages and a high rate of growth of the cost of living, or, 
finally, the policy of a moderate rate of growth of the cost of living; the 
Polish wage policy, however, relied on a moderate rate of growth of nominal 
wages and a simultaneous moderate, yet significant, movement of the cost of 
living. 
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This significantly set apart our policy from the wage and price policies 
conducted by both the socialist and capitalist countries included in this 
analysis. 


6. Still amother picture of the nominal wages growth policy in Poland is 
obtained when it is compared with international development over a longer 
period of time. The data on the growth of nominal wages for the countries 
included in the analysis are presented in Table 4. 


Table 4. Rate of Growth of Nominal Wages in the Years 1960-1976 in 
Selected Countries 








Country 1970 1976 
1960 = 100 

Austria 238 -- 

Belgium 218 523 
Bulgaria 158 190 
Czechoslovakia 142 173 
France 221 528 
Japan 310 815 
Yugoslavia 404 12 times 
Canada 167 301 
FRG 228 392 
Poland 144 249 
Romania 168 230 
United States 154 233 
Hungary 139 192 
Great Britain 203 503 
Italy 247 689 
USSR 151 187 





Source: Same as Table 1 


It transpires that despite a significant acceleration of the rate of growth 
of nominal wages in the years 1971-1976, we belong to the group of countries 
having a relatively low rate of wage growth. Although it is true that over 
the 16 years the rate of growth of nominal wages in Poland was a little 
higher than in other socialist countries, this rate was not high in compari- 
son to all European and non-European capitalist countries (except the United 
States). Nominal wages in Poland during the 16-year period increased to 
the level of 250 percent of the 1960 level but in the capitalist countries 
they rose 4, 6 and even 12 times. The differences in the rate of growth of 
nominal wages between the socialist and the capitalist countries are, 
therefore, significant. It is worth noting that these differences did not 
develop in the last 6 years but had been accumulated during the whole period 
under consideration. 
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The policy of accelerated rate of growth of nominal wages in Poland in the 
years 1971-1976 caused that in the last 16 years we experienced the highest 
rate of growth of these wages among the socialist countries while in 1971 

we still belonged to the countries having the lowest rate of growth of 
nominal wages. This strongly points out how necessary this wage policy 

was. However, the experienced acceleration of the rate of growth of nominal 
wages is not relatively high in comparison with the restuls obtained by the 
capitalist countries. The difference between the rate experienced in 
Poland and in the capitalist countries not only has not decreased but has 
grown significantly. 


To generalize the experience in the field of the growth of nominal wages, 
it can be said that in the years 1960-1976 there were two distinctly dif- 
ferent kinds of strategy on the growth of nominal wages. One was imple- 
mented by all socialist countries and consisted of a relatively low rate 

of growth of nominal wages. The differences in the rate of growth among 
these countries were minor over a longer period of time although over short 
Spans they may appear considerable. As an example, one can use the compari- 
son of the rate of growth of nominal wages in Poland and Romania. Over the 
16 years, the rate of growth of nominal wages is almost identical, but in 
Romania in the years 1960-1970 wages grew much faster than in Poland and in 
the years 1970-1976 the situation was reversed. 


The second strategy was implemented by almost all capitaiist countries 
and consisted of a high rate of growth of nominal wages, although the 
differences in the rate of growth among those countries were very great. 


Yugoslavia and the United States are the exceptions. Yugoslavia reached 

a rate of growth of nominal wages higher than the capitalist countries and 
the United States, although it is the leading capitalist country, had a 
rate of growth close to the rate of the socialist countries. 


7. The above policies of growth of nominal wages resulted in certain 
policies of the movement of prices of nondurable goods and cost of living 
in individual countries. The considerable differences among individual 
countries in the area of wage movements had to cause considerable dii- 
ference in the movement of prices of nondurable goods. Our national 
statistics do not provide detailed information on the subject and we will 
use the International Labor Bureau [{ILB] data to present the process of 
the growth of nondurable goods. Since these data are presented from a 
slightly different angle than the previously presented data on the growth 
of nominal wages, we will show the ILB data in relation to the growth of 
nominal wages in the nonagricultural sector in order to assure better 
comparability (see Table 5). 











Table 5. The Rate of Growth of Nondurable Goods and Nominal Wages Outside 
Agriculture in the Years 1970-1976 in Selected Countries 


Rate of growth Rate of growth 











of nominal of nondurable 

Country wages outside _ good 

_ agriculture Total Food 

1970 = 100 i970 = 100 

United States 151.2 146.6 157.4 
Canada 179.8 153.2 168.0 
Japan 262.8 188.4 195.9 
Belgium 240.0 163.2 159.6 
Denmark 209.8 169.8 181.0 
Spain 26/.5 207.9 210.5 
France 238.6 167.5 174.5 
FRG 172.4 140.8 136.8 
Italy 231.2 198.8 201.6 
Holland 207.0 164.6 152.5 
Switzerland 165.2 147.3 139.3 
Great Britain 270.4 214.9 247.3 
Austria 244.5 152.6 144.4 
Hungary 140.2 120.3 120.9 
Czechoslovakia 122.3 101.6 100.8 
Yugoslavia 262.5 272.8 282.5 
Poland 175.9 118.1 117.8 





Source: Bulletin of Labor Statistics, Geneva 1977, tables 7, 8, 9 


The above data show that, first, in the period under consideration there 
was a highly differentiated growth of prices of nondurable goods. During 
this period covering 6 years, the growth was between 1 and 182 percent. 
There is also a difference between the price index, of consumer goods and 
of tood. These differences in individual countries are not large and only 
in 9 out of 17 countries did the food price index grow a little faster than 
the general price index of nondurable goods. 


Eliminating from the analysis the extreme cases, i.e. the highest and the 
lowest growth rates, it can be shown that Czechoslovakia, Poland and 
Hungary had the lowest rate of growth of the nondurable goods price index. 
This rate differs significantly from the rate of other countries. Al- 
though the rate in Poland is 16 points higher than in Czechoslovakia, it 

is lower by half than in the capitalist countries having the lowest rate 

of growth of the nondurable goods price index (Great Britain, Spain, Italy). 


Finally, these data show that contrary to the countries which used the 
Strategy of a high rate of growth of nominal wages and high rate of growth 
of prices of nondurable goods and contrary to the countries which had a 
relatively low rate of growth of nominal wages and simultaneously imple- 
mented the policy of a high rate of growth of prices of nondurable goods, 
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Poland was the only country having a high rate of growth of nominal wages 
coupled with a very low rate of growth of prices of nondurable goods. 


8. On the basis of the above data on the growth of real and nominal wages 
and prices of nondurable goods, there is no doubt that the strategy used 

in Poland was special and certainly better than those discussed above. 

The relatively high rate of growth of nominal wages and the relatively low 
rate of growth of prices of consumer goods permitted taking active advantage 
of the impact of nominal wages on the process of the socioeconomic growth 

of Poland and at the same time it was possible to avoid the side effects, 
especially in the social sphere, brought about by the policy of changing 
prices of nondurable goods. 


There is no doubt that such a policy of nominal wages and prices of non- 
durable goods is not possible in the long run. This is proven, among other 
factors, by the fact that no state could successfully implement such a 
policy despite its obvious advantages. I think that such a policy can be 
used only over a short period of time after which it is necessary to shift 
either to the strategy of a relatively high rate of growth of nominal wages 
and of prices of nondurable goods or to the strategy of a relatively low 
rate of growth of nominal wages and a relatively low rate of growth of non- 
durable goods. 


The thesis that it is necessary to decide deliberately on the strategy 

of the growth of wages appears axiomatic until it is viewed in the context 
of international situation when a deliberate decision ceases to be an easy 
matter. Contrary to appearances, the strategy of the growth of wages 
affects not only the internal division of national income but it also 
affects directly the policy of the growth of national income, the policy 
of cost of production and prices of products, and, finally, our foreign 
trade with both the socialist and capitalist countries. 


9. The above statistical data show that the development of individual 
countries exhibit the process of parallel growth of nominal wages and 
prices. It is the rule that wherever prices rise rapidly, so, relatively, 
do nominal wages. And wherever prices rise relatively slowly, so do wages. 
The difference between the rate of growth of the two determines the rate of 
growth of real wages. 


This rule defines the real difference between the rate of growth of wages 
and prices between the socialist and the capitalist countries (especially 
the capitalist countries of Western Europe). The relatively low rate of 
growth of prices of nondurable goods in the socialist countries is the 
cause of a relatively low rate of growth of nominal wages in these countries 
which we have observed. As shown in Table 5, the index of prices of con- 
sumer goods in such countries as Czechoslovakia and Hungary was only 1.6 

to 20.3 percent in the years 1971-76. For this reason, the growth of 
nominal wages for this period was only 22.3 and 40.2 percent. On the other 
hand, in such capitalist countries as Belgium, Denmark, Spain and France, 
the general price index increased 63 to 107.9 percent and the wage index 
increased 140 to 167 percent. 
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There are exceptions to this general role shown by the previously presented 
differences in the rate of growth of real wages. For instance, Poland 
which reached a relatively high rate of growth of real wages also exhibit 

a relatively low rate of growth of the price index (18.1 percent) and a 
relatively high rate of growth of nominal wages (75.9 percent). On the 
other hand, the United States, which experienced a low rate of growth of 
real wages in this period, exhibited a relatively high rate of growth of 
prices of consumer goods (46.6 percent) and a relatively low rate of growth 
of nominal wages (51.1 percent). These exceptions, however, do not seem to 
invalidate the general trend. 


It is interesting to note that with time the differences in the rate of 
growth of the price and wage indexes between the socialist and the capital- 
ist countries do not decrease but clearly increase, both on the side of 
prices and on the Side of wages. As shown in Table 4 which presents the 
rate of growth of nominal wages, during the last 16 years, nominal wages in 
the socialist countries increased only 73 to 92 percent (except in Poland) 
while in many capitalist countries during this period there was a five-, 
six- and even eightfold increase in relation to 1960. A similar growth 
process took place on the nondurable goods side. 


The above data and trends permit one to form an opinion about the thesis 
which claims that domestic prices should be closer to world prices. It 
turns out that not only we are not closing the gap but we are moving farther 
away from the level of world prices and, as a consequence, the import of 
nondurable goods from the capitalist countries is bound to become more and 
more difficult. Moreover, basing domestic prices on world prices would 
cause similar difficulties: either a significant increase of the level of 
prices or continuous limitations in the scale of imports. The range of 
differences in the growth of the price index between the socialist and 
capitalist countries is now so large that putting the thesis into practice 
would require a manifold increase of prices of those goods. As the movement 
of prices must be in the same direction as the movement of wages, the imple- 
mentation of this idea would force a correspondingly high rate of growth of 
nominal wages. Implementation of this idea only on the price side, without 
a corresponding adjustment of nominal wages, would have to result in a 
drastic decline of the level of real wages. Without getting deeper into 
these complex problems, we can state, I presume, that the preparation of 
strategy cor the future growth in the area of wage and price policy requires 
thinking through the international repercussions of the chosen strategy. 


10. The above trends of the growth of nominal wages have other implications 
for economic and social growth and for foreign trade. As is well known, in 
the economic process wages not only perform an income function but also a 
cost function. The accumulating differences in the rate of growth of nominal 
wages (which influence the cost function) must have a definite impact on the 
cost of production in individual countries. 


A high rate of growth of nominal wages must cause the rate of growth of the 
cost of production to be similar and, consequently, must cause a corres- 
ponding growth of prices of products. As an ever-greater proportion of 
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each country's production is the subject of international exchange, this 
affects the terms of exchange. The differences found in the rate of 

growth of nominal wages between the socialist and the capitalist countries 
certainly create different terms of exchange among the socialist countries 
than with the capitalist countries. The high rate of growth of nominal 
wages and the resulting prices of goods should facilitate export to those 
countries (from the point of view of the cost of production) and at the same 
time should discourage imports from those countries because of fast-rising 
prices. If we consider in turn that imports from the capitalist countries 
consist mostly of investment and durable goods, whose cost increases, we can 
see that this decisively affects the growth of cost of invested capital and 
the relative decrease of the share of labor cost. Thus, the relationship 
between capital and labor is affected and, in the long run, this relation- 
ship is very important for the policy of socioeconomic growth of the country. 
The relatively low rate of growth of wages in the socialist countries affects 
quite differently the process of growth of cost of production and of price 
increases and, consequently, the benefits of international exchange. Also, 
in the long run, this process can significantly influence the selection of 
imports and exports from the capitalist and socialist countries. 


To illustrate the impact of changes in the rate of growth of wages in 
individual countries on the rest of labor, and through it on the overall 
cost of production, on the movement of prices and the competitiveness in 
foreign markets, we will use the data prepared by the SAF (Swedish Employers 
Confederation) 2 covering the growth of labor cost in the processing industry 
in the years 1970-1977 (Graph 1), calculated in Swedish kroner per hour of 
labor. 


4 
“Fr Graph 1 


- Sweden 
- Norway 
- Belgium 
- FRG 

- Denmark 
- USA 
Canada 
- Austria 
- Italy 

- Finland 
~- France 
- Japan 

~ Great Britain 





= dt ee ee ee ne 
! 





_ 
—S 





| i. A 7 i. J. | 
wo 26Mt)~= «O72 897319 ——i0G7S i978 877 
source: Swedish Employers Confederation, Research Department, M Finne, 


Aug 1978 p 78. 
48 














Despite the fact that these data refer to the growth of total labor cost, 
and not only wages, and the change of foreign currency exchange rates, 
these data show that during the 8 years there was in all countries a very 
essential increase of the cost per labor hour and, as emphasized by the 
authors of the paper, that this increase was uneven, causing an increase 

in their disparities. Also, a reordering of countries took place. Many 
countries where the cost of a labor hour was relatively low (still in 1970) 
moved to the high-labor-cost category and sometimes to the very-high-labor- 
cost group. Some countries which had the highest labor cost in 1970 (the 
United States and Canada) have now much lower relative labor cost. The 
authors of this analysis draw far-reaching conclusions regarding production 
policy and international exchange in the future. 


The lack of data on the impact of the growth of wages on the cost of labor 
in Poland and in other socialist countries does not permit the extension 

of this analysis. There is, however, no doubt that the above differences in 
the rate of growth of wages between the capitalist and the socialist coun- 
tries have an essential impact on the creation of real differences between 
the labor costs of these groups of countries and, consequently, on price 
movements, the effectiveness of trade between the West and the East and 
changes in the structure of production distined for international exchange. 


As we are pointing out only certain aspects of the problem related to the 
selection of strategy for the growth of wages and as we fully realize that 
there are many more aspects, we wish to limit ourselves to the statement 

that there is a need to select a strategy for the growth of wages in the 

long run as it is a necessary precondition not only for conducting a rational 
wage policy but also for the optimum socioeconomic development of the country 
both in the short and in the long run. 


FOOTNOTES 


1. Cf. W. Krencik: "The Key Problems of Wage Policy in the Years 1971-1975," 
GOSPODARKA PLANOWA 1976 no 6. 


2. “Wages and Total Labor Costs for Workers" International Survey 1966-1976, 
Research Department, August 1978 
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POLAND 


ECONOMIC, TECHNICAL MATERIALS PROBLEMS IN PAPER INDUSTRY ANALYZED 
Warsaw GOSPODARKA MATERIALOWA in Polish Ne 1, 1-15 Jan 79 pp 15-18 


[Article by Henryk Makara: "Economic and Technical Problems of Materials 
Utilization in the Cellulose-Paper Industry" ] 


[Text] A recent analysis of the level of development of the cellulose-paper 
industry, one of the apparatus industries, indicates the need for further 
intensive expansion of production capabilities and for assuring the required 
quantity and quality of raw materials and other materials for production. 


The main raw material in the cellulose-paper industry is wood, or more precisely 
pulpwood. Standard pulpwood is barked wood in the form of coniferous logs, 

sticks and chips. Owing to a shortage of these standard raw materials, other 
nonstandard materials in the form of various types of scrap wood, primarily 
softwood, produced in lumber industry plants or sawmills, and smali-dimension 
scrap wood left in the forests in large quantities (wood cut during cultivation 
work, branches, tops, roots and stumps), are being used with increasing frequency. 


It is becoming necessary to use industrial scrap wood and hitherto little-used 
forest scrap, since the quantities of raw materials in the traditiona’. sense are 
ieclining steadily in spite of the use of various substitute processes. Unfor- 
tunately this raw material is unavailable in many cases. 


The purpose of the present article is to present certain problems associated 
with the materials base and in particular with the effective use of raw materi- 
als in the industry, against the background of the overall situation in Poland 
and other countries. 


Wood is used as a raw material for the production of such traditional prodcucts 
as furniture and structural elements for the building of transportation equip- 
ment, the production of paper and cellulose, and in mining, railroading and so 
on. 


Both the wide range of wood raw materials and the specific demands made on them 
result in their being an obstacle to the further development of several branches 
of industry. 


On the other hand, there exist large quantities of wood waste and other wood 
components which have not been brought under management. Good organization and 
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the achievements of science and technology are bringing into being new capabili- 
ties for the use of these raw materials, while the production of finished pro- 
ducts based on them is becoming profitable and the new products can be of high 
utility. 


In this connection, there are particularly great possibilities for development 
of the fiberboard, particle board and cellulose-paper industries. But while the 
fiberboard and particle board industries are not experiencing great difficulties 
in using waste wood and forest scrap as raw materials for production, in the 
cellulose-paper industry the problem is greatly complicated by the use of chemi- 
cal (apparatus) manufacturing processes. The scale of raw material requirements 
as well as requirements for finished products from the cellulose-paper industry 
is inuicated by the quantity of paper and cardboard produced per capita in 
Poland in comparison with other countries and by the quantities of paper and 
cellulose that are being imported. 


In 1976, the per capita quantity of paper and cardboard was 37 kilograms, while 
for Czechoslovakia it was 70.3 kilograms, for East Germany 71.5 kilograms, for 
Austria 167 kilograms and for West Germany 92.4 kilograms. 


— 


mports of paper amounted to 69,100 tons in 1971 and 197,100 tons in 1975. In 
the same period, imports of cellulose for paper increased from 146,500 tons to 
175,300 tons. 


m 


In order to find the required quantities of materials, it is necessary to ana- 


lyze the consumption breakdown of basic (fiber) raw materials and to identify 
possibilities for obtaining larger quantities through more effective utiliza- 
tion. 


T 1071 n ; ‘ +} 1 mraauct?i - 
In 19/1 paper and cardboard production consumed: 


--159,501 r 9f wood pulp; 

--531,/00 tons of paperegrade cellulose; 
--256,500 tons of waste paper; 

--14,500 tons of chemical pulp from wood; 
--5,400 tons of chemical pulp from straw. 


In 1975, paper and cardboard production consumed the following quantities of 
fibrous intermediates: 


--150,100 tons of pulp; 

--625,100 tons of cellulose; 

--418,200 tons of waste paper; 

--16,400 tons of chemical pulp from wood; 
--5,200 tons of chemical pulp from straw. 


The above data show that in 1971-1975, within the consumption breakdown for 
fibrous raw materials, celjulose, the most valuable raw material in paper pro- 
juction, showed an increase, while the use of waste paper as a substitute raw 
material expanded marxedly. 


51 














The consumption levels for the incividual intermediates in the production of 
finished cellulose-paper industry products are governed by a number of condi- 
tions. Viewed in terms of efficient use of available raw materials with main- 
tenance of the quality requirements for finished products, the problem of 
rationalizing the use of raw materials essentially boils down to activity in 
the following directions: 


a. procurement and efficient utilization of nonstandard raw materials for 
cellulose production, 


b. increased inputs of waste paper in the production of paper and cardboard, 
ec. the use of high-productivity manufacturing processes, 

d. expanded utilization of waste materials from the cellulose-paper industry, 
e. optimization of fiber content in finished products. 


The procurement and more efficient use of nonstandard raw materials primarily 
involves wider use of hardwood, waste and small scrap in celiulose production. 


In 1960 the total amount of coniferous pulpwood procured in the form of large 
timber was 1,860 thousand cubic meters, while in 1976 the figure was 3,509 
thousand cubic meters. In those years, significant quantities of hardwood for 
pulp were also procured, with the amount increasing from 283,000 cubic meters 
to 867,000 cubic meters. It follows from these data that the trend toward use 
of hardwood for pulp is considerable, but too small in relation to the existing 
breakcown of timber types in Poland. 


In should be addec, however, that hardwoods are not classed as good raw materials. 
Their main shortcoming is that their fibers are a third as long as those of 
softwoods. Accordingly they can be used as additives to paper, although in 

some cases paper is being produced using exclusively cellulose from hardwoods 
(France). 


is regard the situation in Poland will be significantly improved in the 
next few w years. Curr ently a foreign-produced installation in the cellulose- 
er works [ZC-P] in Swiecie is using beech wood for the production of cellu- 
lose. The ZC-P in Ostroleka is using some birch for corrugated cardboard, and 
the plant in Kostrzyn is using it as an additive to sulfate-process cellulose. 


The nevly-contructed cellulose-paper combine in Kwidzyn is slated to produce 
‘ellulose with a 35-percent hardwood content. A new plant planned for Kostrzyn 
will be geared to even more extensive use of hardwood. The increased utiliza- 
tion of hardwood will certainly assure plants in this industry of a better sup- 
ply of this essential raw material. Accordingly, scientific research on the 
possibility of using poplar, oak, beech, black alder and hornbeam for cellulose, 
and on optimization of the fiber composition of finished products, is continu- 
ing. These problems are also related to the quantity and quality of the waste 
paper procured; it should be noted that this raw material is used primarily in 
the production of cardboard. 
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nereased inputs of waste paper will depend on the quality characteristics of 
the finished product and the quality of the cellulose and other fibrous raw 
/ on’ 


i d eneral terms we may assume that an in- 
e in the use of waste paper will lead to a proportionate decrease in the 


to, toolittle waste paper has been procured through state purchase. Even 
ugh all possibilities in this area have not been exhausted, there has been 
nificant improvement, particularly in the most recent period. There are fur- 
r ves of this material which are not yet being fully utilized, as well 
ilities for processing it in larger quantities. 
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zation of this raw material will require the elimination of short- 
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--an inadequate system for organizing state purchase (procurement); 
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into fibers, including plastics, tars, glues, gums, ceilophane, dyes, laminates, 


, ——- oe nay ane rAos 
PAs IMCS Ls 2 @ “ Lx 4114 JDasie@ 


‘ _ . ~ +e 
Le A iilns v vLne ate 4 ser - W p| and SvUraw. 
A} “QO onc ne " « au ie + , ine liul : Da? F + 
ADOLUT J,VUU Tons f straw is converted into ceisulose in roland. Straw for 
.° , a4 na . 5S tHe seat woe T a4 + ” : +4 
ise aS @ raw materia. mu meet quality requirements. In spite of the incentive 
.J 
r) 


, _ {ale may pad «x P - mentevelap 8 »B Das . . . 
ng materials may be used more extensively in the cellulose-paper industry: 


p4- 


oy, ~ + a4 ia + ~ *h yay + « ; 1? 1 15+ 
om WS eC Maver La is 4 yr’ IT tt a anoe? ahi > Sawmi ke indsut r 


es. 


There are high hopes for the use of forest scrap in the form of tops, branches 
ind roots. Nonuse of this scrap in industrial processing results in consump- 
tion of oniy 65 percent of the wood procured. 

Further procurement of forest scrap for processing is limited by its quality and 
i bility and a oy wrt rt capabilities. 
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--alkali consumption averages 25 percent higher; 


--the cellulose produced has characteristics significantly inferior to 
those of cellulose from pulpwood. 


Wood from lopped branches is a much better raw material. It can be used as an 
additive in the production of bleached sulfate pulp. However, this requires 
suitable preparation of the material in the forest and the provision of trans- 
port facilities and mobile chopping machines. 


Wood waste holds the most important position in the area of nonconventional 
use of wood for conversion to cellulose. This waste is producec during the 
working and processing of wood. 


In terms of form and quantity, the waste can be divided into three main groups: 


~-large-sized waste, including edgings, slabs and trimmings; 


% 


-~-medium-sized waste in the form of post-extraction chips and trimmings; 
--small-sized waste in the form of sawdust. 


The iarge-sized waste is of the greatest value, since it can be used as a stan- 
dard raw material for cellulose or oduction. It is also used in the fiberboard 
and particle board industry. Considerable waste is produced in the making of 
decorative moldings and building items, amounting to 40 percent, of which 15 
percent is large-sized waste. 


Large-sized waste is a good material for the cellulose-paper industry, but it 
iifficult to transport and store. In order to eliminate these difficulties, 
att a is being made to process the waste at tne places where it is producea, 

making use of so-called “industrial choppers.” It is important that the scrap 
for the cellulose industry be berked. Accordingly, it has been necessary to 
install barking machines in even small sawmills, but this procedure is often not 
very profitable. 


There are relatively smaller quantities of medium-sized wood waste, and this is 
used for the production of fiberboard and particle board as well as the making 
of furfural. 


There are somewhat larger quantities of small-sized wood waste, but this is 
troublesome for the environment and even for the plant which produces it. 


itherto there have been limited possibilities for the use of small-sized wood 
waste, primarily on account of transport problems. Accordingly about 50 percent, 
primarily sawdust, is burned, even though it can be used to produce flaxboard 
[plyta pazdzierowa], particle board, charcoal, furfural, feed protein and cel- 
lulose. 


The total recorded quantity of wood waste amounted to 4,166 thousand cubic 
meters in 1975 (of which 1,736 thousand cubic meters was under management), and 
4,141 thousand cubic meters in 1976 (including 2,970 cubic meters under manage- 
ment. 
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In the current price system, the most profitable type of wood waste processing 
t ion of particle board and fi berboard. Cellulose production is 
table alternative. 
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There is a need to utilize the soluble components of digesting liquors, since 
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>f large quantities of feed protein ekilo type) has been reported in Finland. 

In Poland feed proteins are being produced from digesting liquors by the ZP-C 
[cellulose-paper plant] in Niedomice (using torula yeast). The biological 
treatment facility installed in the Swiecie yields about 600 cubic meters of 
excess active precipitate a day, containing 9-10 grams per liter of dry material. 


This precipitate yields 30-35 percent protein of high nutritional value which 


> 
- 

> 

> 

, 

* 
bas 
> 

( 

4 

, 

\ 

> 

> 

. 


— +hoe >" e ~ i + @ <> 2 44 o y > y “ ‘ : .) } v4 *h 
Base A )T) 2ne A raid 4 AB s Nn regar sits ape? } road juct vi ion in r OianGa and ovuner 


' wi oan rc - — lntp + “7 7 74 - Ss > } leice@ia 
SOUNTYrIcCS, We May .ormulart ne (OLL0OWiI Ng generai coneiusions: 
v ’ is +4 ay _ 29% . + - PRP aAe 4 ~~ . 1h Py ats, . 
ne INGIVAONSE ing requiremenvus a@iiecving paper ana caraooarcac proguction in 
- + + . > +? l- + - -) . : 
land nec¢ ite acceleratea development of the cellulose-paper industry, 
+) - . , 7.7. s*» 2. . oa fess nds -—*  ¢ wn 4 . 7 * . ~ P <4, a , | 
here is a need for mors fficient utilization in celiulose production of avail- 
+ o — 24 < wz oon es nr+owie . . 1< = ve s*y > . , “ + . les 
AU it ‘ ee . _ raw ef , A bi WD 6 AT) ~~ Ain Ww i. CD AnG recyciea ma erias , 
7 rae od a * + ’ " > ° wr aha e" * - + saat t- - 3 dD 7.) 
‘ mu t ladé in he oreaxdown of utilization of fibrous raw 
“+ > ein) . _» “nan, sa nrenre + 5 Ae her ~wat ow + o 4S + *y}, 4 4 , > £ +> a. 4 h > + 
r > § ,eCy i. ee 2 Rad VAaVe! 4 Po | * aa Vy ‘) _ izing , tif ir in; UUS Lfi sV ; inis 1ea produc US 5s 





an effort must be made to increase the utilization of Aardwoods in cellulose 


the production of high-yield pulp from hardwoods and softwoods should be in- 
>reased in production of intermediates for paper and cardboard; 


there is a need for more efficient utilization of wood waste, including forest 
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following other countries, we should make greater efforts to use digesting 
liquors more efficiently to produce by-products in the form of feed protein, 


alcohol and the like, depending on profitability; 


research on efficient use of raw materials in the cellulose-paper industry 
be continued and deepened. 
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